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“| 11 Profile 


High Liner Foods is one of North America’s largest processors and marketers of prepared, value- 
added frozen seafood and frozen Italian foods. The Company’s branded products are sold throughout 
the United States, Canada and Mexico under the High Liner®, Fisher Boy®, Gina Italian Village®, 
Italian Village® and Floresta® labels and available in most grocery and club stores. The Company 
is also.a major supplier of private label seafood products to North American food. retailers and a 
food service-supplier of seafood and pasta products to restaurants and institutions. 


_~. _ Vision & Mission 


High Liner Foods is building North America’s leading supplier of high quality, value-added frozen 
seafood and complementary products to the grocery and food service markets. Our team brings 
value to our retail, food service and club store customers by being committed to the development 
and delivery of high-quality and innovative value-added seafood and Italian food products, and 
by providing them with a superior service level. We increase shareholder value by partnering with 
our customers and suppliers, by developing our brands, by achieving operational excellence, and 
by providing leadership, development opportunities, and a safe and pleasant working environment 
to our employees. 


ANGE Valiics= 


Quality: 


Integrity: 


Involvement: 


Innovation: 


We provide products that meet the demands of consumers for taste, value, convenience and 
nutrition. We make it easy for our customers to do business with us by providing superior service in 
all areas important to them. 


We build relationships based on trust with our consumers, customers, suppliers, employees, and 
other stakeholders by clearly communicating expectations and results. We make promises and 
commitments upon.which we are confident we can deliver. 


We believe our employees are able and willing to identify and implement improvement.in our 
business. We work together as a team to achieve our goals. 


We generate growth by developing new products and services to meet the changing needs of our 
customers, and by constantly looking for better ways to run our business. 


Through our mission and our values, we aim to deliver growth in long-term shareholder value. 


2003 Highlights 
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sn nara, . Following seven consecutive years of growth, total sales for fiscal 2003 declined from the previous 
year, the result of the sale of the Company's Nova Scotia-based fishing assets, which reduced sales by 
$26.0 million, and the stronger Canadian dollar, which reduced the value of reported sales in 2003 by 

| M a approximately $20.0 million. Sales for our core Packaged Foods business, however, increased by $16 
e 160 S million or 6% to $282.7 million, despite the impact of the stronger Canadian dollar, which had the 
. effect of reducing reported Packaged Foods sales by $16.0 million. Growth in Packaged Foods sales 
was driven by successful execution of our strategy, including new product introductions, expansion of 
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The increase in net income for 2003 reflects a one-time after-tax gain of $43.7 million realized on 


Net Income Cag uaa = the sale of our Nova Scotia-based fishing assets, which was partly offset by an after-tax write down of 
a : $6.5 million relating to other fishing assets, debt settlement and potential acquisition costs. While 

A 6 | M : the strengthening Canadian dollar has the immediate effect of reducing the Canadian dollar value of 

8 aa = US. dollar denominated sales, we manage foreign currency risk with appropriate hedging strategies 

‘ = 3S & and, due to the magnitude of U.S. dollar denominated raw materials purchases, a strengthening 

°) a Canadian dollar has a positive effect on our earnings. In the fourth quarter of fiscal 2003, we began 


‘99 ‘00 ‘01 ‘02 ‘03 ~~ ‘toexperience this positive effect on earnings, which we expect to continue in 2004. 


$0.80 g me 3 S 
Earnings per Share ae sf 
88 P ; 0.60 In 2003, we achieved our goal of growing earnings per share excluding non-operating items by 10% 
(Excluding Non-Operating Items) : aad ; 
oe compared with 2002. Non-operating items for 2003 included the one-time after-tax gain of $4.39 per 
ae share realized on the sale of our Nova Scotia-based fishing assets, partly offset by an after-tax write 
F = down of $0.65 per share relating to other fishing assets, debt settlement and potential acquisition 
ga costs. Non-operating items for 2002 included a $0.22 per share gain resulting from the closure of 
ey our primary processing operations in Lunenburg and a gain from the release of escrow funds held for 
(0.40) 4) 99-012 03~—C«S*VEAl years after the disposal of a foreign subsidiary several years ago. 
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Interest-Bearing Debt wm) = a2 During 2003, High Liner significantly strengthened its balance sheet, paying off most of its long- 
al & a a term debt using the proceeds from the sale of the Company's Nova Scotia-based fishing assets. 
- &. | ioe Interest-bearing debt at the end of the fiscal year was $11.4 million, down almost $60 million from 
¢ | | s AM 56 485% $71.3 million at the end of 2002. Debt as a proportion of capitalization was reduced to 8.6% from 
Fe 44.5%. Over the last five years, the Company has reduced its interest-bearing debt levels by 90%. 
= The proceeds of the sale of the fishing assets also allowed the Company to pay all dividends in arrears 

De weg ean Ue eS a on our Second Preference Shares and redeem our Class C and Class D Preference Shares. 


© Debt as a proportion of capitalization 


Ten-Year Operating Statistics 


Tonnage (Metric Tonnes)! 2003 2002 2001 2000 1999 1998 1997 1996 1995 1994 
Groundfish fleet landings? 2,343 6,572 7,454 8,680 7,834 10,110 6,413 8,945 7,477 11,794 
Scallop fleet landings? 490 1,355 1,440 1,419 852 865 825 663 767 1,168 
Raw uncooked product processing — finished weight’ 7,539 10,585 = 10,167 9,971 11,083 13,666 11,770 10,816 10,128 S10%825 
Prepared foods processing — finished weight 42,296 36,543 38,285 33,882 33,671 35,472 35,423 33,158 «29,334 ~—- 29,529 
Total production 49,835 47,128 48,452 43,853 44,754 49,138 «47,193 43,974 39,462 +~—«40,454 
Prepared foods processing as a % of total production 84.9% 77.5% 79.0% 77.3% 75.2% 72.2% 75.1% 75.4% 74.3% 73.0% 
Number of employees 1,061 1,274 1,359 1,435 1,435 1,425 1,492 1,400 3io 1,570 
Gross capital expenditures ($000s) 7,239 4869 6,480 5,112 5,107 7,084 6,273 2,237 4,799 5,478 
' One metric tonne = 2204.6 lbs. ? The fleet was sold on May 21, 2003, except for one vessel. 3 Lunenburg primary processing plant closed December 2002. 
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+50.8% 
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Private Label 


‘As measured in U.S. dollars. 


Henry Demone 
President and Chief Executive Officer 


FELLOW SHAREHOLDERS: 


‘iscal 2003 was a year in which we sharply focused on executing the 
growth strategy for our core Packaged Foods business and strengthening 
our financial position. I am pleased to report that we were successful in 


each regard. I am especially pleased to report that we achieved our goal of 


srowing earnings per share before unusual items by 10% over fiscal 2002. 


FOCUSED ON DELIVERING GROWTH 
The year saw a significant milestone in the 105-year history of High Liner 


Foods. Consistent with our vision to build North America’s largest and most 


innovative supplier of value-added frozen seafood and complementary 
products, we made the strategic decision to sell our Lunenburg, Nova 
a 


Scotia-based fishing and scallop harvesting businesses and our Scotia 


Trawler shore-based assets for $65.4 million to a consortium led by 


Clearwater Seafoods Limited Partnership. The sale marked the conclusion 


of an evolutionary process begun more than ten years ago when we first 


began to source raw materials from around the world. The sale marked a 
narrowing of our strategic focus to the best opportunity for High Liner to 
deliver growth — the processing and marketing of high quality, value added 
frozen seafood and complementary products for the North American retail 


and food service markets, 


| 


ie sale of the fishing assets also significantly strengthened our 


balance sheet. In 2003, we reduced our interest-bearing debt by almost 


$60 million to $11.4 million at the end of year from $71.3 million at the 


end of 2002. Debt as a proportion of capitalization declined to 8.6% from 
44.5%. The proceeds of the sale also allowed us to pay all dividends in 
arrears on our Second Preference Shares and redeem our Class G and Class 
1) Preference Shares. We also called our convertible subordinated debentures 
lor redemption. Because the redemption price was $6 per share, substantially 
all debentures were converted into Common Shares. Combined, these 


redemptions have simplified our balance sheet considerably. 


President’s Letter to Shareholders 


DELIVERING ON OUR FINANCIAL GOALS 
Our list of goals for 2003 was dominated by financial markers, including 
growing sales by 10%, pre-tax profit margins by 10% over 2002, and earning 
4 20% return on assets managed compared to 2002. Most importantly, we did 
achieve our target to grow our net earnings before unusual items by 10% over 
2002. Due to the sale of the fishing assets, we were challenged on the sales 
and return on assets managed goals. However, this report will demonstrate 
that the divestiture has firmly positioned us to achieve our strategic and 
financial goals going forward. 

° Total sales for 2003 were $3159 million compared to $324.5 million 
for fiscal 2002. The decline was primarily the result of the sale of the 
fishing assets, which reduced sales by approximately $26.0 million. 
Furthermore, the stronger Canadian dollar, which appreciated 11.8% 
against the U.S. dollar in 2003, reduced the value of reported sales by 
approximately $20.0 million. Sales for our core Packaged Foods business 
in 2003, however, increased 6% to $282.7 million from $266.7 million, 
despite the negative effect of the strengthening Canadian dollar. 


e Net income for fiscal 2003 was $46.1 million, or $4.52 per share, 
compared to $10.2 million, or $0.93 per share, for fiscal 2002. This year 
included a one-time after-tax gain of $43.7 million and 2002 included 
an after tax gain of $2.1 million, realized on our exit from the harvesting 
and primary processing businesses. The 2003 gain was partly offset by 
an after-tax write down of $6.5 million relating to the write down of the 
remaining fishing capital assets, debt settlement costs due to early debt 


repayment, and potential acquisition investigation costs. 


e After-tax income excluding non-operating transactions was $89 
million ($0.78 per share), up from $8.1 million ($0.71 per share) 
in 2002 — a 10% increase. We did not grow pre-tax profit margins by 
10% over 2002 as this goal was set before we decided to sell the fishing 
assets. Our growth in profitability was also hindered by lower earnings 
for Fisher Boy® due to increased listing allowances and marketing 
spending that did not have the intended lift on sales values, and the 
bankruptcy of a customer. Despite these challenges, our 2003 pre-tax 
operating income grew by 2%. 


e The Company’s Return on Assets Managed (ROAM)! declined to 12.4% 
from 14.7% in 2002. The aforementioned challenges for Fisher Boy® and 
the sale of the scallop harvesting business were the major contributors 
to this decline. Our longer-term objective, however, remains achieving 
a 20% ROAM and new products launched in 2003 and in 2004 will move 
us towards our goal. 


Return on assets managed is calculated as earnings before interest, taxes and non-operat- 
ing transactions divided by total average assets less future tax assets and the litigation 
receivable of $5.5 million (2002 $6.7 million). 


SUCCESSFULLY EXECUTING OUR GROWTH STRATEGY 

Our strong financial performance in 2003 was the result of our continued 
success in executing our growth strategy. Delivering innovative new 
products to the market is a critical aspect of this strategy and during the 
year we launched more than ten new products to the U.S., Canadian and 
Mexican markets. Noteworthy is our development and introduction of Stir- 
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Fry Creations™ “meals in a box”, which were launched late in the year to a 
very receptive Canadian market. 

Also noteworthy is our introduction of Villa Prima® frozen lasagna, 
which we began shipping to a major U.S. club store chain in the fourth 
quarter of 2003. The new business is a result of our success in leveraging 
our expertise at Italian Village to offer a broader range of frozen Italian 
foods and to expand into new markets. The narrow frozen pasta market 
remained challenging throughout the year and the introduction of 
Villa Prima® frozen lasagna was too late in the year to achieve our 
goal of year-over-year growth in sales and profits for Italian Village. 
However, we believe our strategy to expand our Italian foods offerings is 
beginning to yield results and we anticipate growth in this area of our 
business going forward. We view this business the way our customers 
do: as the broader Italian foods category and not just unsauced pasta. 
_ We are creating new, more convenient value-added products, and see great 
opportunity to grow sales through club stores and traditional grocery stores, 
both under our brands and through private label business. 

Another key element of our growth strategy is the introduction of 
existing products to new customers and new markets. It was our goal in 
2003 to introduce our High Liner Signature™ line of products, which have 
been so successful in Canada, to the U.S. market. Our strategy is to develop 


™ 


a solid, profitable business in the U.S. with the High Liner Signature™ line 
based on a lower investment in up front listing allowances. In 2003, we 
were successful in taking our first steps forward in this regard as we listed 
High Liner Signature™ products with our key customers across the U.S. 
These products are the same types of products that can be found in U.S. 
club stores and we look forward to leveraging that recognition to sales at 
supermarkets. 

Following on the heels of our introduction of Italian Village® frozen 
pasta products in Ontario late in 2002, in 2003 we launched the Italian 
Village® line in Western Canada. Sales exceeded our expectations. And 
our combined success in these markets contributed to 56% year-over-year 
growth in Italian foods sales in Canada. 

The third major component of our growth strategy is penetration into 
new markets. To this end, we continued to experience strong growth in our 
key U.S. club store business. Sales to U.S. club stores in 2003 increased 51% 
from 2002. That followed significant year-over-year growth in 2002. In the 
last three years, we have taken our club store business from a standing start 


to more than $50 million in annual sales. 


AN INDUSTRY OF OPPORTUNITY 

Looking ahead to the rest of 2004 and beyond, there has never been a 
better time to participate in the frozen food industry. As a category, frozen 
food continues to experience consistent year-over-year growth, driven by 
consumers’ preferences for tasty, healthy, convenient meals. At the same 
time, the retail food market, our primary market, continues to consolidate. 
Combined with the emergence of club stores as alternative destinations to 
purchase groceries, these changes provide a significant opportunity for those 
companies that a) have the ability to offer chain-wide support on a full line 
of products within a category; b) operate in multiple categories; and, c) are 


proficient in the development of innovative new products. 


POSITIONED TO ENHANCE SHAREHOLDER VALUE 

At High Liner Foods, we believe it is our people that set us apart in our ability 

to capitalize on these industry opportunities. We have built a knowledgeable 

and innovative team with a set of core competencies that position the 

Company to both effectively compete in the frozen food category and to 

excel in it: 

e Expertise in procurement; 

¢ — Proficiency in frozen food logistics; 

e Expertise in product innovation; 

¢ Strong customer relationships; and, 

e Leading brands and reputational equity stemming from consistently 
delivering what both customers and consumers want. 

Our core competencies are the focus of this report and as you read 
on, you will learn about how these strengths will contribute to building our 
Company — and shareholder value. 

In closing, we look forward to continuing to deliver growth as a 
company that is focused solely on providing delicious, healthy, convenient 
packaged seafood and Italian foods to the North American market. While 
we expect to see a decline in sales and earnings in the first part of the year 
due to the sale of the fishing assets, we anticipate that continued success in 
the execution of our business strategy, including a number of key product 
launches again this year, will contribute to a strong 2004. Additionally, we 
expect to see the positive effect of the stronger Canadian dollar, as well as our 
lower debt levels, reflected in our bottom line. In short, we expect to provide 


our shareholders with continued growth in earnings per share in 2004. 


Henry E. Demone 
President and Chief Executive Officer 
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Frozen Food Markets 


THE FROZEN FOOD MARKET: STEADY GROWTH 

Eating trends in North America are changing. And frozen food 
as a category has been reaping the benefits of that change, 
experiencing steady growth. In a study by the American Frozen 
Food Institute, frozen food ranked third among items that 
consumers would least want to live without. There are a number 
of factors contributing to this growth. 

In today’s busy world, convenience is key in the decision 
to purchase food for consumption at home. Consumers want 
foods that can be prepared with a minimal amount of effort in 
a minimal amount of time. In fact, in focus groups, consumers 
have cited 20 minutes as the maximum amount of time they 
would like to spend preparing a meal. 

Consumers, however, won't sacrifice taste or quality for 
convenience. Once considered to be inferior to their non-frozen 
counterparts, today’s frozen foods are setting new standards 
for quality and taste. More than ever, frozen foods represent a 
preferred alternative for consumers. Frozen food producers have 
responded with a myriad of innovative product offerings and 
continuous improvements in quality. 

In an increasingly health conscious North America, 
the nutritional value of foods is influencing the food buying 
decision more than ever before. Consumers. are concerned about 
the types of food they put on their family’s dinner table and more 
and more are making healthier choices at their food retailer. 
These health concerns are not expected to go away. Recently, the 
public’s concerns have turned to trans fats. In February 2003, 
a Member of Parliament launched a petition calling for the 
elimination of trans fats in food products in Canada. Regardless 
of the outcome, the message is clear: Consumers have never been 
more aware of the potential impact of the foods they eat on their 
health and well-being. This awareness has had a favourable 
impact on certain categories as evidenced by consumers’ 

increasingly positive attitude towards frozen fish. 

At the same time, demographics are driving a growing 
preference for “premium” frozen foods and ethnic foods. Today’s 
consumer wants to bring the experience of restaurant dining 
into the home. Accordingly, they are increasingly demanding 
differentiated products that represent a higher level of quality 
and taste. North America is also experiencing an increased 
preference for ethnic foods as the population becomes more 
culturally diversified and consumers generally seek new taste 
experiences. 

At High Liner, we not only recognize these trends, we 
embrace them. We offer consumers a broad range of frozen 
seafood and Italian foods products that satisfy their preferences 


for quality, taste, nutrition and convenience. 


RETAIL FOOD INDUSTRY: EVOLUTION CREATING 
OPPORTUNITY 


The retail food industry has experienced considerable change 
in recent years. Most notably, consolidation has significantly 
reduced the number of large supermarket chains in North 
America and created more powerful players. At the same 
time, club stores and other types of retailers have emerged as 
alternative destinations to purchase groceries. Wal-Mart®, for 
example, did not sell groceries 15 years ago. It is now the largest 
grocery retailer in North America. The retailer does not report 
detailed sales data to market research companies and therefore 
industry sales figures (such as those on page 6 of this report) 
do not include Wal-Mart®’s significant contribution to the 
industry. 

Larger, more powerful retailers are demanding more from 
their suppliers. With change comes opportunity, and the changes 
in the retail food industry offer growth opportunities to those 
companies that can satisfy the demands of their customers. 
Suppliers that offer chain-wide support, robust product 
lines, multiple categories, seamless logistics and current 
technology have a distinct competitive advantage in the market. 
Furthermore, food retailers are increasingly scrutinizing the 
financial strength of those they do business with, preferring 
stable companies who are not dependant on the retailer’s 
business. 

High Liner prides itself on knowing our industry. We 
maintain continuous, open dialogues with our customers to 
assess their evolving needs and respond accordingly. With 
market-leading brands and industry-leading customer service, 
High Liner is well positioned to continue to be a preferred 
supplier of frozen packaged foods and grow in step with our 


customers. 
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Worldwide Procurement 


EXPERTISE IN WORLDWIDE PROCUREMENT 

For more than 100 years, High Liner sent fishing boats out to sea 
to harvest the raw materials that became our value-added packaged 
foods products. As a fishing company, we were resource-driven, selling 
what we caught. As such, we were constrained in both the range and 
types of products we were able to offer our customers and consumers, 

But today’s consumer wants variety and new taste experiences, 
To excel in the packaged foods industry in the 21st century, we 
recognized that we must have the flexibility to offer consumers, 
and customers, what they wanted, when they wanted it. We needed 
to be customer-driven — buying, and adding value to offer quality 
and convenient products to consumers. Committed to the success of 
this strategy, in 2000 we established a team dedicated specifically 
to worldwide procurement and created an executive level position 
to oversee it. Paul Snow was appointed to that role. Mr. Snow’s 
significant experience in plant operations at High Liner provided 
the required knowledge to lead a team responsible for sourcing 
and purchasing the raw materials and finished products that would 
eventually make their way to our consumers’ dinner tables. 

While the transition from a resource-driven company to a 
customer-driven company was a gradual one, today we procure sub- 
stantially all of our seafood on global markets from select suppliers. 
Quality, as it is in all facets of our business, is top priority. Our quality 
measures are comprehensive and continuous through every step of 
the procurement process. We employ a rigid ten-point quality control 
process that ensures that the products we source will meet custom- 
ers and consumer expectations. Our suppliers must pass a rigorous 
screening process, including a plant audit to ensure that their facili- 
ties and processes not only meet the Canadian and U.S. government 
requirements, but our own, more stringent, internal standards. We 
use advanced systems to continuously monitor our supplier’s quality 
information with the results relayed directly to our head office, allow- 
ing us to quickly identify and correct problems if they occur. And we 
employ sophisticated monitoring systems during shipment to verify 
that raw materials are not exposed to conditions that may adversely 
affect quality. 

We truly view our suppliers as partners and seek to build long- 
term, mutually beneficial relationships with them. We work closely 
with our suppliers to develop product specifications and provide 
training to ensure product quality, safety and consistency. In some 
areas, we have High Liner employees on site to monitor processing, 
provide instruction and facilitate communication with our supplier. 
The end result is a product delivered to our loading dock that meets 
our expectations as well as those of our customers. 

Our knowledge of the fishing business allows us to access the 
growing global supply of seafood on favourable terms. We understand 
the world seafood markets and are able to negotiate supply agreements 


that ensure quality, service and preferred pricing. 


Paul Snow 
Vice President, Procurement 


To support our seasoned team, we built a proprietary, state-of- 
the art, Internet-based information system that allows us to effectively 
and efficiently manage and monitor the entire procurement process 
online. The system also facilitates communication between High Lin- 
er, our suppliers and logistics providers and fully integrates with our 
materials requirement planning system, allowing us to automatically 
enter orders with suppliers based on our production requirements. 
Suppliers can confirm orders on line. Shipping companies can sched- 
ule pick-ups and deliveries. Customs brokers can clear shipments. 
And our quality control department can approve the shipments for 
acceptance at our facilities. In short, we can track our raw materials 
continuously on line, in real time, and make good decisions based on 
their status. 

Our shift in strategy has created significant opportunity. We 
now have access to a growing global seafood supply. The products 
we are able to offer customers and consumers are not limited by our 
catch. We have not only been able to expand our product lines into 
new species to meet the changing tastes of consumers, we are able to 
repeatedly deliver those same product lines to our customers on time 
and in the desired quantities. 

As an example of this new opportunity, global procurement 
enabled High Liner to introduce products based on wild salmon. Prior to 
1996, we were not able to offer our customers and consumers any salmon 
products because we did not harvest salmon. Today we procure wild 
salmon from the North Pacific to which we add value for our famous 
High Liner® brand, for both retail and food service in Canada and the 
United States. Since we introduced our first salmon-based product, sales 
of such products have grown to represent more than 9% of our Packaged 
Foods sales. Moreover, we have introduced more than 30 innovative new 
products based on the species during that period. Our successful High 
Liner Signature™ line of premium products, for example, features 
several products based on wild salmon, including Salmon in a Creamy 
Dill Sauce and Salmon with Roasted Garlic and Herbs. 

High Liner’s extensive history in the fishing business provided 
a solid foundation to develop specific expertise in the global 
procurement of seafood. Our commitment to innovation, technology 
and quality control has built upon that foundation to ensure that we 
can source the raw materials that both meet our high standards and 


make economic sense. 
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Frozen Food Logistics 


Nancy Allin 
Director, Logistics 


PROFICIENCY IN FROZEN FOOD LOGISTICS 
High quality products alone are not enough to ensure the 
satisfaction of our customers. Today’s food retailers, whether 
traditional supermarkets or club stores, are placing increasing 
demands on their suppliers in other ways — demands for 
seamless ordering/invoicing processes, information systems 
integration, vendor managed inventory capabilities, on-time 
delivery and order fill precision. 

At High Liner, the goal of our logistics group is to provide 
a best-in-class supply chain that is adaptive to changing 
conditions and characterized by excellent relationships with 
our customers, our suppliers and the rest of our Company. 
We believe we achieve that goal every day. Our strength in 


logistics is founded on the expertise of our people. We have 


assembled a knowledgeable team of logistics professionals 


with a wealth of experience acquired both through our own 


100 plus-year history in logistics, as well as through tenure 


in other industries. We continually study every aspect of our 


distribution network in the context of our customers’ needs, 


looking for mutually beneficial opportunities to strengthen our 
relationships with our customers. 

We are committed to continuous improvement of our 
logistics capabilities through technology. Our logistics team 
always seeks new ways to leverage High Liner’s Enterprise 
Resource Planning (ERP) system to increase productivity and 
improve efficiency. In 2003, we conducted an internal audit to 
identify ways to optimize the use of our ERP system and have 
since implemented a. number of changes that are benefiting 
both High Liner and our customers. We monitor and share 
information in real-time both within the logistics group and 
among the other key departments at High Liner, ensuring a high 
level of responsiveness to our customers’ requests. 

Externally, we focus on understanding where our customers 
are heading with their technologies and challenge ourselves 
to stay ahead of the curve. We are quick to implement new 
technologies at the request of our customers, demonstrating our 


commitment to providing the highest level of customer service. 


Today we see some of our larger customers moving toward radio- 
frequency identification (RFID) systems to better manage their 
flow of inventories. Key logistics personnel are now identifying 
how High Liner will meet our customers’ expectations in this 
regard, 

Innovation plays an important role in logistics. To 
address both our own and our customers’ preferences for 
more environmentally friendly packaging, and as part of our 
continuous effort to become more efficient, we recently moved 
the responsibility for packaging into our logistics group. While 
our marketing experts continue to develop package design, 
our logistics group leads a cross-functional packaging team 
to execute our packaging strategies. Because of their intricate 
knowledge of our entire distribution system, our logistics group 
is best positioned to lead a team that develops packaging to 
maximize efficiency — efficiency in production, efficiency of 
transportation and efficiency of storage. At the same time, 
our customers have responded very favourably to the resulting 
reduction in packaging waste. 

Experienced people, the latest technology and a philosophy 
of innovation all add up to a reputation among North America’s 
food retailers for excellent case-fill rates, exemplary order fill 


precision and an excellent on-time delivery record. 
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Strong Customer Relationships 


Rich Seban 
President and Chief Operating Officer, High Liner (USA) 


A FOUNDATION FOR SUCCESS 

Solid, mutually beneficial relationships with our customers 
are the foundation of our success — and of our future growth. 
In our retail Packaged Foods business, we have strong 
relationships with most of the major supermarket chains and 
club stores in the United States and Canada. In Mexico, Fisher 
Boy® is the leading brand of processed seafood. 

High Liner’s customer relationships are built around our 
“reputational equity”. Our customers trust that High Liner will 
provide innovative high quality, value-added products through 
seamless logistics and the highest levels of customer service. We 


are seen as leaders in our categories and our customers look to 


our expertise for recommendations on listings, promotions and 
category trends. 
Our philosophy in building strong customer relationships 


is to work with our customers to achieve shared goals. Every food 


distributor is different and, as such, we maintain the flexibility 
0 adapt to each customer’s needs. We strengthen these 
‘elationships by consistently delivering on their expectations of 


quality and customer service. And we grow these relationships 


vy offering new, innovative products that address consumers’ 


evolving preferences. 
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Our success in growing business with existing customers 
is evident in our relationship with Albertsons, a leading U.S. 
retailer. We have been able to leverage our relationship with 
Albertsons to supply them with our brands and private label 
products for both seafood and pasta. 

As well as expanding existing relationships, we are 
continually seeking to establish new customer relationships, 
both in markets that we currently do business in and new 
markets. In 2000, recognizing the tremendous opportunity 
inherent in the rapidly expanding club store market, we began 
to forge our first relationships in this sector in the United 
States. By meeting the specific needs of club stores like SAM’S 
Club, Costco, and BJ’s Wholesale Club, we were able to establish 
ourselves as a preferred supplier to this important market. 
Over the past three years, we have significantly grown these 
relationships by continually striving to not only meet, but 
exceed, our club store customers’ expectations. Our diligence 
has been rewarded with expanded product listings in the seafood 
category and entry into the Italian foods category. We are now 
the preferred seafood supplier to SAM’S Club in both the U.S. and 
Canada. And we are now supplying frozen lasagna to another 
major U.S. club store chain. 

As a supplier to food retailers, we continually focus on 


protecting, enhancing and growing our customer relationships. 
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Product Innovations 


Tony Locke 
Director, Product Development and Assurance 


A TRACK RECORD OF SUCCESS 

Product innovation has played a key role in High Liner’s 
success as a processor and marketer of frozen foods. In fact, 
new products introduced over the last five years represent 30% 
of Packaged Foods sales in 2003. As consumers’ preferences 
change, it is imperative that we remain on the leading edge 
of that change, developing and launching new products that 
appeal to their ever-evolving preferences for quality, taste, 
convenience, and nutrition. Recognizing that new ideas are 
a requisite for long-term growth, High Liner fosters a culture 
of innovation throughout our entire organization. Nowhere 
is this more apparent than in consumer research and product 
development. 

The key to successful product innovation is understanding 
what the consumer wants — not just today but tomorrow. 
We spend considerable time talking with our customers and 
employ a number of different tactics to elicit feedback from 


our consumers. We regularly engage in market research, both 


quantitative and qualitative. And every five years we conduct 
a usage and attitude study — not only of our own consumers 
but of our competitors as well — to determine how consumers 
preferences are changing. As a result, we have our finger on the 
pulse of the frozen food-buying public and plan for the future 
accordingly. 

To maximize our success rate with new product 
introductions, we have adapted a stage/gate process used by 
some of the most innovative companies. The goal of the process 
is to minimize up front investment on product concepts that do 
not progress through to launch. The process is composed of four 
stages from idea generation through to launch. At the end of each 
of the stages, we conduct a detailed review of the project to date 
to assess the ongoing feasibility of the product from a number 


of perspectives. Importantly, our product development process 


requires the participation at every stage of key personnel from 
all the relevant departments of the Company — procurement, 
processing, marketing, sales and finance — building consensus 


among the team throughout the process to avoid potential 


pitfalls during the late stages of development. 


As part of this process, major new products in development 
are tested at various stages with consumers. No major retail 
product goes to launch without significant input from the 
public. First, we discuss our new ideas with consumers to gauge 
market interest. Later we test our prototype recipes with focus 
groups. As a final check, we may place our product candidates 
in the homes of actual consumers. 

In 2003 alone, we introduced more than ten new prod- 
ucts. While they are all important contributors to our growth 
strategy, several are especially notable. In Canada, we launched 


v3 


Stir-Fry Creations™ “meals in a box” in response to consumers’ 
preferences for complete meals in a single package. Each meal 
features an entrée — salmon, shrimp or chicken — with rice and 
a vegetable, and either an oriental, teriyaki or lemon sauce. In 
response to market research, we package each component of the 
meal individually, providing a higher quality product on the 
dinner table. Stir-Fry Creations™ is an excellent example of our 
ability to develop innovative, high quality, convenient products 
that meet the demands of today’s consumer. 

In the U.S., we launched Villa Prima® frozen lasagna in the 
club store channel. It is consistent with our strategy to expand our 
product offerings with existing customers. The ability to provide 
customers with a high quality frozen lasagna product is the result 
of our success in leveraging our expertise at Gina Italian Village® 
into a broader range of frozen Italian foods. We are creating new, 
more convenient value-added products, and see great opportunity 
to grow sales through club stores and traditional grocery stores, 
both under our brands and through private label business. 

We also introduced Atlantic Salmon Fillets and Haddock 
Fillets to the seafood departments of Canadian grocery stores. 
Traditionally, High Liner’s products are sold in the frozen food 
section of retailers. We saw opportunities to both fill a niche for 
high quality frozen products in the seafood department and benefit 
from increased store presence without impact on sales of our other 
products. Our strategy has yielded year-over-year growth in seafood 
department sales of 63% in 2002 and 52% in 2003. 
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4-Stage Product Development Process 
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In the fourth quarter of 2003, we introduced our Captain's we were successful in taking our first steps forward in this 
Catch® Japanese Aquaculture Scallops to our Canadian food regard as High Liner Signature” products were accepted by key 


service channel. Following the sale of our scallop harvesting customers across the U.S. These products are the same types 


business earlier this year, our team was challenged to source of products that can be found in U.S. club stores and we look 
and develop a scallop product that met our customers’ high to leverage recognition of the High Liner® brand to sales at 


expectations for quality and value. Our team not only delivered supermarkets. 


a product that met these expectations, they delivered a We also introduced our Italian Village® products to 


Western Canada following our initial launch to the 


product that was recognized by the Canadian grocery 


industry as best in class with the award of the Canadian market in Ontario in 2002. As was the 


2003-2004 Canadian Grand Prix® New Product 


Award from the Canadian Council of Grocery 


case in Ontario, our products were very well 
received in Western Canada, resulting in sales that 
Distributors in the Meat, Poultry, Seafood and exceeded our expectations. In Ontario, Italian 


Eggs category, Village® remained the top selling frozen pasta. 


Our product launches in 2003 also Our commitment to providing our 


included the introduction of some of our consumers with healthy choices that do not 


most successful products to markets in which compromise quality and taste plays an important 


they were not previously available. We began role in product innovation and development. 


marketing our High Liner Signature” premium Our team of dedicated food scientists strives 


continually to reformulate existing products and 


seafood products — which have experienced 


strong steady growth in Canada — to the traditional develop new products that satisfy the demands of a 


grocery channel in the U.S. Our strategy is to develop a health conscious marketplace without sacrificing the 
solid, profitable business in the U.S. with the High Liner 


Signature™ line based on reasonable investment. In 2005, 


premium eating experience that consumers have come to expect 


of our brands. As part of our commitment, following more than 


Product Innovations 


2003 PRODUCT LAUNCHES 


a year of investigation, in 2004 we began preparing our products 

fee. ‘ : She q CANADA 

in frying oil that contains less saturated fats, less than half 

the trans fatty acid and more polyunsaturated fat, which has High Liner® Primavera Stuffed Sole Fillets 

been proven to help lower blood cholesterol levels and promote High Liner® Stir-Fry Creations (Lemon Chicken, 
cardiovascular health, than our previous oil. As a result, our Teriyaki Salmon, Oriental Shrimp) 


ynsumers can now enjoy the same great High Liner taste with High Liner® Haddock Fillets 


oO 


e benefits of an even healthier nutritional profile. 


High Liner® Atlantic Salmon 
Before we develop any product at High Liner, we ask our 
High Liner® Pre-Cooked Mussels for Food Service 


consumers and our customers what they really want. Their 


answer is consistent year after year: high-quality seafood and Captain’s Catch® Japanese Scallops 


alian foc at meets their preferences for taste, nutrition and ARS 
Italian food that meets their preferences for taste, nutri High Liner® Alaskan Pollock Loins 


convenience. We respond by creating innovative new products 
Alaskan Pollock Portions 


that satisfy these preferences. Our track record of successful 


product introductions over the long-term stands as a testament Gourmet Dipt’n Dusted® Breaded Popcorn Shrimp 


to our expertise, our capabilities and our execution. UNITED STATES 


High Liner® Stuffed Salmon Fillets with 
Mango and Macadamia 


High Liner® Salmon in a Delicate Dill Sauce 
High Liner® Scallops in Roasted Garlic and Herb Sauce 
Fisher Boy® School 0’ Fish Crunchy Fish Shapes 


Fisher Boy® Confetti Fish Sticks 


® 


Villa Prima® Portabella Mushroom Ravioli 


Villa Prima® Garlic Basil Ravioli 


Villa Prima® Florentine Ravioli 


Villa Prima® Four Cheese Ravioli 


Villa Prima” Meat Lasagna 


4 Gina Italian Village® Creamy Cheese Mini Round Ravioli 
=| STIR-FRY 
“CREATIONS Gina Italian Village® Cheese Tortellini 


pee A ee ben Hi-Flyin’ Food!™ (More than ten exciting choices 
he , , for School Food Service) 
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Strong Brands 


Mario Marino 
Vice President and Chief Operating Officer, Canadian Operations 


RECOGNIZED, TRUSTED BRANDS: 
DELIVERING ON OUR CONSUMERS’ EXPECTATIONS 


We have built some of the most recognizable and trusted brands 
in the industry. We define “brand” as a set of expectations. For 
High Liner, that means expectations of taste, nutrition and 
convenience. We have a proud heritage of providing value and 


variety to consumers that dates back more than a century. Our 


consumers continually tell us that they trust the High Liner® 
name to deliver quality products to their dinner tables time 
after time. 

For more than 85 years, the High Liner® name has stood 
as a symbol of quality and trust to Canadian consumers. 
High Liner® ranks as the number one seafood brand in Canada 
and as the eighth largest frozen food (including frozen drinks 
and ice cream) brand. Our flagship brand has a 44% national 


varket share. 


According to market research, Fisher Boy® is the most 
differentiated frozen seafood brand in the United States, as 
etermined by market research early in 2003. Particularly 


popular with children because of its mild taste, crunchy coating 


and value, Fisher Boy® appeals most strongly to young, busy 
‘amilies. Fisher Boy® is currently sold in 54% of U.S. grocery 


ocations and consistently ranks as the number 1 or number 2 


‘ish stick in core markets. 
Our Gina Italian Village® and Floresta® brands are well 
respected among frozen pasta consumers in the United States, 


where they rank second in terms of national market share. Gina 


Italian Village® is the leader in three of the top seven frozen 
pasta markets in the U.S., including New York and Philadelphia, 
the two markets with the highest consumption of these types 
of products. It is the number one brand in central and western 
Canada. 

The power of our brand is a key contributor to our track 
record of success in launching new products. Our customers 
have told us that when they see our name on a product they have 
not previously purchased, they trust that it will meet the same 


high standards they have come to know from our other products. 


In short, there is a high degree of loyalty among our consumers, 
loyalty that we have earned through consistently delivering 


quality, variety and value. 


REPUTATIONAL EQUITY: EXCEEDING THE DEMANDS 
OF OUR CUSTOMERS 
The strength of our brand extends to our customers, the national 
and multi-national grocery retailers and food service companies, 
as an asset we refer to as “reputational equity”. In its simplest 
terms, reputational equity is the expectation on the part of our 
customers that High Liner will supply quality products, develop 
innovative new offerings, and provide exceptional customer 
service. 

The value of High Liner’s reputational equity was evident 
in 2003 when a larger U.S. club store was seeking a new supplier 
of frozen lasagna. Since entering the club store market in 2000, 
we have built a solid relationship with club store chains based 
on our ability to not only meet but exceed their expectations. 
As a result, we were asked to submit a club store business plan 
for the lasagna we had developed for our U.S. school food service 
business. We eventually earned club store distribution for the 
lasagna and look to further leverage our excellent standing in 
this channel by expanding our product offerings in it. 

The power of our reputational equity was equally evident 
when we approached a major Canadian supermarket chain 
about listing our newly developed Stir-Fry Creations™ during 
2003. Knowing High Liner’s track record of delivering new 
products that customers readily embrace, that customer made 
the decision to list Stir-Fry Creations™ sight unseen. Our 
customer was not disappointed as Stir-Fry Creations™ was very 
well received by the public. 

Reputation can take years to build and a moment to 
destroy. That is why we strive everyday to not only protect our 


reputation but to enhance and strengthen it. 
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Management’s Discussion and Analysis of 2003 Results 


This Management Discussion and Analysis (MD&A) should be read in conjunction with the consolidated financial statements 
and related notes included in this annual report. The financial statements are prepared in accordance with Canadian 
generally accepted accounting principles. Amounts in these financial statements and in this MD&A are in Canadian dollars, 


unless stated otherwise. 


This MD&A is prepared using the most up-to-date guidance provided by the Ontario Securities Commission - Continuous 
Disclosure Form 51-102F1. It also respects guidance provided by the Canadian Institute of Chartered Accountants (CICA). 


This MD&A is dated April 2, 2004, which is the date of filing this document. Disclosure contained in this document is 


current to this date, unless otherwise stated. 


OVERVIEW 

High Liner Foods Incorporated (HLF:TSX), (the “Company”) 
is a Canadian company traded on the Toronto Stock Exchange. 
Our expertise is frozen food, and we process and market seafood, 
pasta, and other food products in North America. The Packaged 
Foods division includes our food service and all frozen retail 
branded and private label businesses. High Liner” is among the 
most recognized food brands in Canada. The Fishing division 
includes all fishing and primary processing activities of the 
Company, which were substantially reduced in 2003. 

High Liner operates food-processing plants in Lunenburg, 
Nova Scotia, Arnold’s Cove, Newfoundland, Portsmouth, New 
Hampshire and Secaucus, New Jersey. Logistics and distribution 
are managed from Lunenburg, Nova Scotia and Portsmouth, New 
Hampshire. We procure seafood raw material from around the 
world. 

High Liner’s head office is in Lunenburg, Nova Scotia. The 
Canadian Packaged Foods sales and marketing group for both 
retail and food service is in Toronto, with regional sales offices 
in Calgary, Montreal and Halifax. The U.S. Packaged Foods 
business is headquartered in Portsmouth, New Hampshire. 

On May 21, 2003, we sold the Nova Scotia-based fishing 
assets of our Fishing division. Until this sale, the division 
operated a fishing fleet, harvesting seafood from the North 
Atlantic. The assets of this division included scallop and 
groundfish vessels based in Lunenburg, a primary processing 
plant located in Arnold’s Cove, Newfoundland and until December 
2002 a primary processing plant in Lunenburg, Nova Scotia. The 
Fishing division’s commodity sales group sold commodity fresh 
and frozen seafood directly to customers in the United States, 
Europe, and to the Packaged Foods division. The fishing assets, 
other than the Arnold’s Cove plant and one groundfish trawler, 
were sold, as they were no longer part of the Company’s strategy, 
discussed below. 


BUSINESS STRATEGY 
At High Liner, our reputation for quality products gives us an 
advantage in the global marketplace. We are successful because 
our employees share a common sense of purpose, a set of shared 
values and a common goal. Our corporate vision statement sets 
the overall direction of the organization and describes what we 
strive to be: 
“We will be the leader in value-added frozen seafood 
in North America.” 

Our primary focus is on seafood. However, other 
complementary frozen products are also part of our mission. 
When we enter other categories, such as Italian foods, we have 


a viable plan to achieve leadership in the category to increase 
shareholder value. 

Our mission statement describes our business: 
“Our team brings value to our retail, food service 
and club store customers by being committed to 
the development and delivery of high-quality and 
innovative value-added seafood and Italian food 


products, and by providing them with a superior | 


service level. 
We increase shareholder value by partnering 
with our customers and suppliers, by developing our 


brands, by achieving operational excellence, and by 4 


providing leadership, development ‘opportunities, 
and a safe and pleasant working environment + our 
employees.” .s 

Our strategy is centered on value-added products ttt bang 


convenience, value and quality to North American consumers. — 


We believe that vertical integration is not important to achieve 


this strategy, and therefore we sold all of our Nova Scotia-based 


fishing assets in 2003 and are looking at alternatives for the 


Fishing division’s remaining assets. We can procure all our raw 
material from other seafood suppliers achieving our operational 


goals with better financial returns. Our ability to buy around the 


world means we can focus on meeting customer and consumer 
demands, instead of worrying about how we could sell everything ' 
that we harvested. We have transformed from being resource- 
driven to being customer-driven. By procuring and selling what | 


customers want, we are better able to match supply with demand, 
which is one of our key competitive advantages. And of course, 


by selling these fishing assets, we have the financial strength to 


achieve our mission. ptas > 
Our seafood procurement group uses a proprietary, state- 


of-the-art procurement and inventory management system to. 


buy a variety of species of seafood from geographically diverse — 


suppliers. The results are lower raw material costs, better 


predictability of raw material supply and pricing, the highest 


quality, and reduced risk. 
The global supply of seafood is increasing, due to increased 


supplies of aquaculture products and the stabilization of the 


supply of wild caught seafood in most areas of the world. 


This trend has decreased price volatility of most wild species. — 


Being procurement experts has also allowed us to competitively 


outsource low value-added, labour intensive products, and allows 


us to develop products wanted by our customers from species we # 


did not historically catch. 
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Our strategy is to grow our business to increase shareholder 
value. This involves organic sales and income growth, and smart 
acquisitions. This growth will provide acceptable returns on 
invested capital, which, through increasing earnings per share 
and earnings multiple growth, will increase shareholder value. 

We have many opportunities for organic growth with our 
existing brands, particularly High Liner. We are demonstrating 
we can increase sales with new product introductions, new 
customers, and by leveraging existing strong customer 
relationships. We will expand distribution of our branded 
products in new markets, including club stores and niche food 
service channels, and introduce proven products into Mexican 
markets. We are introducing premium seafood and pasta 
products to new markets. We leverage our expertise in providing 
our customers with private label products, but not at the expense 
of our branded products. 

We will grow by acquisition where it makes sense to do 


$0. Acquisitions will need to be accretive and strategic. We look 


for complementary, profitable frozen food businesses owning 
leading brands so that we can leverage our strong customer 
relationships, marketing and logistics expertise and product 
development skills. 
Our strategy follows the changes in eating trends in North 
America. People prefer healthier, faster and more convenient 
meals. An aging population prefers premium products and ethnic 
foods. Accordingly, consumer attitudes towards frozen seafood 
and Italian foods are positive. 

Our ability to develop and introduce successful new 
products is one of our key advantages in the marketplace. 
Innovation remains a top priority for our sales, marketing and 


CONSOLIDATED RESULTS 


Selected Annual Information 


product development teams. We employ a four-stage product 
development process (see page 15 of High Liner’s 2003 Annual 
Report) to ensure we thoroughly test the probability of success 
of new products, including consumer acceptance tests, market 
research, and in-house product research and development. We 
believe this is one reason for our success in launching new 
products. 

To be successful, we must be able to marry our ability to 
match consumer demands with the expertise to sell to major 
retail and wholesale customers. In recent years, customers have 
consolidated and increased their buying power. Our customers 
choose suppliers that are financially stable and not dependent 
on them for survival: suppliers such as High Liner. As customers 
get larger, they demand suppliers that can provide a full line of 
products in a specific category, operate in multiple categories, 
and who can provide chain-wide support, seamless logistics, and 
vendor managed inventories. We meet these requirements. 


NET INCOME 

Net income in 2003 was $46.1 million ($4.52 per share) compared 
to $10.2 million ($0.93 per share) in 2002. Excluding the non- 
operating gains in 2003 and 2002, as described below, earnings 
per share in 2003 were $0.78 compared to $0.71 in 2002. 


The table below summarizes key financial information for our last three fiscal years. 


Fiscal 2003 Fiscal 2002 Fiscal 2001 


! jet isclost i INES share for after-tax ongoing operating income, excluding one- TODS 1 abi 
a wenmnont aes of the Nova Scotia-based fishing assets, the write down of the remaining fishing capital assets, the write off of the 
! to the closure of the Lunenburg primary processing plant, Included in both 2001 and 2002 are gains relating 


of the Company. These non-operating transactions in 2003 include the sale 
acquisition investigation costs. Included in 2002 are non-operating costs relating eo 
fo amounts that bad been held in escrow since 1994 arising out of a disposal of a subsidiary 
2 Including current portion. 
3 Includes the payment of dividends in arrears . 


(000s except per share amounts) $ $ $ 
Sales 315,879 324,458 299,194 
Net Income: 

— Total 46,119 10,242 6,182 
Basic Earnings per Common Share 4.52 0.93 0.50 
Diluted Earnings per Common Share 4.13 0.87 0.48 

Net Income Excluding Non-Operating Items! 
Total 8,932 8,087 5,683 
Basic Earnings per Common Share 0.78 0.71 0.45 
Diluted Earnings per Common Share 0.73 0.67 0.41 
Total Assets Wa 39 207,367 217,870 
Total Long-Term Interest-bearing Liabilities” 1,173 65,314 81,711 
Cash Dividends per Share: 
Common Shares 0.050 = a 
Second Preference Shares? 36.650 11.900 i 
&D Preference Shares 0.264 0.275 


— 


time events, is important for investors lo properly understand the earning ability 


Management’ Discussion and Analysis of 2003 Results 


SALES 

Total sales for 2003 decreased by $8.6 million to $315.9 
million compared with last year. The decrease results from 
two factors. First, selling our Nova Scotia-based fishing assets 
to focus on our Packaged Foods business ended sales activities 
that were inconsistent with our strategy. These activities 
contributed to sales only until May 21, 2003 (20 weeks), and 
were approximately $12.2 million, compared with $38.2 million 
for the full year in 2002, a reduction of $26.0 million. Second, 
the stronger Canadian dollar reduced the translated value of 
reported sales by approximately $20.0 million. 


EBITDA 
Our consolidated Operating EBITDA4 in 2003 was $20.2 million 
compared with $28.4 million in fiscal 2002. 

EBITDA‘ of the Fishing division decreased by $8.4 million 
compared to last year. The decrease is due in part to the sale of 
our Nova Scotia-based fishing assets. Additionally, higher raw 
material costs, lower selling prices, partly due to the strong 
Canadian dollar, and lower production volumes decreased profit 
of this division. 

Our Packaged Foods division did very well this year led 
by U.S. club store and Canadian retail sales. Despite a strong 
sales performance, Operating EBITDA‘ in this division remained 
inchanged from 2002 at $21.0 million, due to incremental 
isting allowances of $2.6 million, the $1.0 million profit 
erosion from the bankruptcy of a large customer, and the 
oss of one scallop customer on the sale of the fishing assets. 
A reduction in raw material costs, mostly due to a stronger 
vanadian dollar, increased income of this division. Selling, 
general and administrative expenses increased in this division 
in 2003 as a result of higher consumer marketing costs, 
including advertising and couponing, filling sales positions that 
were vacant for at least part of 2002, and higher sales incentives 
yaid during the year due to the sales increases in our Canadian 
Retail operations. 


SUMMARY OF NON-OPERATING INCOME 


(000s except per share amounts) 

Sale of Nova Scotia-based fishing assets 
Financing settlement costs 

Write down of other fishing assets 
Acquisition investigation costs expensed 
Gain on disposal of fishing assets 


Severance and costs on closing Lunenburg primary processing plant 
Recovery of 1993 restructuring reserve 
Non-operating items 

Income taxes 

After tax income from non-operating items 

Basic earnings per share from non-operating items 


IMPACT OF FOREIGN EXCHANGE 

The Canadian dollar strengthened considerably in 2003, which 
closed at the end of the year up 10.6% over 2002 (based on 
the average daily exchange rate of $ 1.4051 in 2003 compared 
to $1.5709 in 2002). Because we report financial results in 
Canadian dollars, a strengthening Canadian dollar has the 
effect of reducing the Canadian dollar value of U.S. dollar 
denominated sales, which comprise more than 48% of total sales. 
The stronger Canadian dollar reduced the value of sales in 2003 
by approximately $20.0 million. Based on 2004 sales estimates, 
we estimate a $0.01 change in the U.S./Canadian dollar exchange 
rate will impact sales by approximately $1.1 million. 

A strengthening Canadian dollar has a positive impact 
on earnings. Because the majority of U.S. dollar denominated 
sales also have U.S. dollar denominated input costs, they 
are substantially hedged>. Furthermore, most raw materials 
for Canadian dollar sales are purchased in U.S. dollars. A 
strengthening Canadian dollar, therefore, reduces the cost of 
raw materials for products sold in the Canadian market. During 
the year, we had hedged some of our purchases, which resulted 
in an average exchange rate of 1.4356, compared with an actual 
average daily spot rate of 1.4051. Based on current operations, we 
estimate a $0.01 change in the U.S./Canadian dollar exchange 
rate will impact net income by approximately $200,000 before 
the effect of hedges. 

See below for a full discussion on the impacts of foreign 
currency on results. 


Fiscal 2002 


Fiscal 2003 

$s ere 
42,283 = 
(3,081) ; 
(5,947) : 
(1,287) : 
: 3,043 

Z (3,412) 

- auais Ob) 
31,968 157 
1,998 
2,155 
0.22 


Mitel interest, laxes, depreciation and amortization, litigation costs, foreign exchange, and other income as disclosed on the consolidated statements of income. Management 
jelieves that this is a useful performance measure as it approximates cash generated from operations, before capital expenditures and changes in working capital and excludes non-operating 


items. Operating EBITDA also assists comparison among companies as tt eliminates the diffe 


4 Standardized meaning prescribed by generally accepted accounting 
calculated and presented in a manner consistent with prior years. 
Exceptions are commodity sales from our Newfoundland 


olin rences in earnings due to how a company is financed. However, Operating EBITDA does not have 
principles and therefore may not be comparable to similar measures presented by others. Operating EBITDA has been 


plant and club store products produced in Lunenburg, Nova Scotia, both for the U.S. market. Labour, packaging and overheads for 


these products are in Canadian dollars and a strengthening Canadian dollar increases these costs in U.S. dollar terms. 
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OTHER INCOME 

The following table shows other income recorded in 2003 and 
2002 as well as reconciliation to the non-operating items and 
the basic earnings per share applicable to them. 

These net non-operating gains resulted in a recovery of 
deferred income taxes due to the use of previously unrecorded 


a ae 


EARNINGS PER SHARE (EPS) COMPARISION 


capital loss carry forwards that substantially offset all of the 
capital gains in both 2003 and 2002. The deferred income tax 
recovery was recorded on the expensing of severance and other 
costs that are deductible from operating income for income tax 
purposes. 


The table below summarizes our earnings per share before and after non-operating items for both 2003 and 2002. 


Fiscal 2003 Fiscal 2002 


: 


Less EPS impact of non-operating items 


a 


Earnings per share, based on net income 


Earnings per share from regular operations 


$ § 

Basic Diluted | Basic Diluted 
4.52 4.13 0.93 0.87 

(3.74) (3.41) (0.22) (0.20) 
0.78 0.72 0.71 0.67 


The following table reconciles our income and basic earnings per share as reported with income from regular operations. 


7 Fiscal 2003 
Uy Pre-Tax Tax Net Income Shares EPS 
1 $000s $000s $000s 000s $ 
| Income as reported 45,999 120 46,119 9,945 4.64 
Less Preferred Dividends (1,143) —_ (1,143) 9,945 (0.12) 
Income available to Common Shareholders 44,856 120 44,976 9,945 4.52 | 
Less non-operating income (31,968) (5,219) (37,187) 9,945 (3.74) 
a Income from regular operations 12,888 (5,099) 7,789 9,945 0.78 
Fiscal 2002 
Pre-Tax Tax Net Income Shares EPS 
$000s $000s $000s 000s $ 
Income as reported 13,895 (3,653) 10,242 9,822 1.04 
Less Preferred Dividends (1,089) = (1,089) 9,822 (0.11) 
Income available to Common Shareholders 12,806 3,653 9,153 9,822 0.93 
Less non-operating income (157) (1,998) (2,155) 9,822 (0.22) 
Income from regular operations 12,649 (5,651) 6,998 9,822 0.71 


BUSINESS SEGMENTS 


Packaged Foods Operations 

Our Packaged Foods division produces frozen foods sold under 
our own brands at retail and club stores, to the Canadian 
Food Service industry, and to retailers under their own private 
labels. The division continues to drive growth of both our sales 
and profitability. It focuses on being the preferred supplier of 
seafood and frozen pasta in chosen distribution channels. Our 
brands occupy leading positions in target markets. 

The Canadian retail and food service businesses are 
headquartered in Toronto and sell High Liner® products 
throughout Canada. Italian Village® products are also sold in 
Ontario and Western Canada. 

The U.S. operation’s seafood processing facility in 
Portsmouth, New Hampshire produces foods under the Fisher 
Boy® and High Liner® brands, and a variety of private labels 
throughout the U.S. and Mexico. Our pasta production facility 
is located in Secaucus, New Jersey, and is a leading supplier 


- dh 


of Italian-style frozen pasta products under the Gina Italian 
Village® and Floresta® brands throughout the U.S. 


Overall Sales Highlights 

2003 sales from our Packaged Foods business increased $16.0 
million, or 6.0% over last year. Excluding the effects of foreign 
exchange, the sales growth was 12.0%, which approximates 
the increase in sales volume in the division. Sales growth in 
traditional Canadian Retail, U.S. club stores, private label, and 
Canadian Food Service, was offset by sales declines for Fisher 
Boy® and Gina Italian Village® in the U.S. The effects of the 
stronger Canadian dollar also decreased sales as noted. 


Seafood 
Canada: 
High Liner® — Canadian Retail Captain's Catch® Japanese Scallops, which should benefit both 
ales of our High Liner® brand products in Canada increased sales and income for this channel in a Subsequent be year vaieg 
end, the ee ee that “ ere ee pape : ie 


8.5% in 2003 compared to last year, in part as a result of out 
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In the last half of 2003, Gaadan food service iat a ‘ 
number of new products, including Alaskan Pollock Loins and ‘Zz 
, @ 


, 
Sam | 


pa 
Sour: 


continuing success in introducing healthier products that match 
Sh scan races ee for the Meat, aes Seafood and ‘ies category as 
consumers’ preferences for taste, quality and convenience. 40 ; 
Sales for our premium High Liner Signature™ line ae by aie pate sane Distri atl ton | 
continued to grow in 2003 by an average of 10.7%, as measured OU? NEW PFO uct successes in the retail division are adapta 
we began a seven-week national to food service and vice versa, as consumer acceptance in one 
channel often translates to success in the other. We use this to oe i 
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in pounds. In October, 
television advertising campaign in Canada to promote this line, ee 
which includes products such as our Salmon in a Roasted Garlic es advantage. te ie | 
aud Neches _. © sinetites recent past, ‘our Ro service operations sold ‘oan 
significant quantities of Atlantic sea ‘scallops harvested by u Us) 

o} 


,iner’s seafood department sales grew by 47.5% in 
With the sale of our fishing fleets, our expertise in worldwide 


'--e 
a Rad, 


High | 
2003 and 63.4% in 2002, over the previous year, as measured 
in pounds. In the first quarter of 2003, we launched Atlantic seafood procurement allows us to obtain high- quality pedi) | 
Salmon Fillets and Haddock Fillets in seafood departments,  SUCh as our Captain’s Catch® Japanese seals well. Stee, 
Selling products in the seafood department, rather than in continuing to supply our customers with Atlantic sea scallops. 
In 2003, we focused on national and multi-national chain é . + 
we will == | 


the frozen food aisles, increases store presence and therefore ei _ 
increases sales and profit without impact on sales of our other  2¢°UntS, and increased sales and distribution. In 2004, 
do more of the same and have plans for several more new food 


roe 


products. 
1 late September 2003 we launched our Stir-Fry Creations™ service products. : - ny mae 
veals in a box”, which feature shrimp, salmon or chicken with ; ' ‘habe ee ! fi = 
rice, vegetables, and an oriental, teriyaki or lemon sauce. Early United States: ae ¥! 
U.S. Club Stores ait oho 


response from both our customers and consumers has been 
In 2003, seafood sales to U.S. club stores increased 50.8%8 : 


compared with 2002. We delivered on our strategy to expand — 


positive. 
In 2002 we launched Flavoured Breaded Sole Fillets, which 
contributed to sales increases in 2003. Sales of these products distribution and add new product offerings under the High | 
e 35.0% higher in 2003 than in 2002, as measured in pounds. Liner® brand. Sales to one customer increased more than BK ton 
In 2003, we became the primary seafood supplier to a new in 2003. 4 i. ie z 4 
club customer in Ontario. Growing sales to this key channel remains Py strategic: 
High Liner’s Canadian overall market share® for the fifty- initiative for us going forward. We view the club store market | 
two week period ended December 27, 2003 was 44.0%, down from —_ as a venue for us to expand our distribution of premium quality ; | 
45.6% for the comparable period last year. This slight decrease seafood under the High Liner® brand in the U.S. so aa °2) 
is due almost exclusively to the continued growth during the y Yeeeee on et elie 
U.S. Traditional Grocery Stores + Foe } 


quarter of private label uncoated fillets, being sold by traders to 
the traditional retailers. Fisher Boy® 
In 2004, we will grow sales of High Liner Signature™ and Fisher Boy® sales decreased 3.2% in 2005., However, the ital 
Stir-Fry Creations™ products through marketing and increased volume of ‘sales’ im pounds: was equal to last yeanel 2003 
distribution, because these products directly respond to dollar sales were reduced by $2.1 million of additional pee : 
demographic trends and consumers’ requests for nutritious and allowances to obtain shelf space in launching new Fisher Boy® 
_ 
healthier premium quality products. products and expanding distribution for existing products. We 2) 
increased distribution through Publix®, Safeway and Winn- | 
qi 
a 
| 
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Dixie. These additional up-front listing allowances ‘tessa 


High Liner® — Canadian Food Service 
Canadian food service sales in 2003 increased by 4.4% (excluding Fisher Boy®’s presence in the U.S. by increasing its ACV) from 7 
sales to a scallop customer lost on the sale of the Nova Scotia- 50% to 54%. However, these initatives did not achieve the desired — a 
based fishing assets), despite weakness in the hospitality sector, results, as our target ACV had been 60%. These listing allowances i 
ae Nie eas =e aks 3 ai f on 6 ae 
especially in the large Ontario market as a result of the SARS7 reduced both sales and profit compared to last year, and a 1 

crisis. Sales and marketing initiatives, together with new produce the sales increases projected. These costs in 2004 willbe — ;| 
product introductions, were the primary drivers of this growth. closer to more traditional levels: ° 2207 ee 2 pet 4 
ein tie lalla tana 
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© Market share is estimated by ACNielsen® which tracks all Canadian basic ek oe 
grocery banner stores, excluding club st 3 

Unt ori fd, a ee a es, exclu ang club stores/warehouses, vias is measured in pounds, The e category reported ber = : } 

' Severe Acute Respiratory Syndrome . _ ; ; i a ‘ 
8 4s measured in U.S. dollars, : e : , anea ee 
All Commodity Volume (ACV) is a measure of the number of stores that carry these products. ; : - | ater ; ie toa 
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‘i ; Fisher Boy®’s fish stick market share!0 for the fifty-two 
| period ended December 27, 2003, declined to 19.9% from 23.7% 
i 


| for the same period last year. Sales were negatively affected 


-) by the bankruptcy of a customer that temporarily reduced 

al _ distribution for these products and reduced profitability by $1.0 

_ | — million. Additionally, market share was eroded by the launch 
al 


; Zz of larger size private label products that directly compete with 

: | our fish sticks. To improve performance, we have implemented 
|  trade-spending changes for 2004. Fisher Boy®’s total market 

_ share!! for the fifty-two period ended December 27, 2003 was 

‘ 3.7%, down from 4.7% for the same period last year. 

: Some of the decrease in our Fisher Boy® business resulted 

in higher sales by our private label business, since we are the 


wees 
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differentiated frozen seafood brand in the U.S,, as determined 


|} _— Despite challenges in 2003, Fisher Boy® is the most 
: by market research conducted early in 2003, appealing most 


dimen 


a 4 . strongly to young, busy families. We are leveraging this 
| differentiation going forward in new marketing initiatives and 
. | : ‘ pre duct development to improve both sales and profitability. 

| ota 
| Private Label 
a ; . : Our private label business consists of sales of products produced 
| for a variety of retail grocery chains under the customer’s logo 
i or label to their specifications, rather than under our own 
. | brand. 

4 _—*ULS. ‘private label sales increased 23.3%8 in 2003 as 


we secured significant additional business from an existing 
customer and added two supermarket chain customers at the 
a end of fiscal 2002 and the first quarter of this year. However, due 
aq ae to competitive pressures resulting from the consolidating retail 
ze: ; : channel, our margin on these sales declined in 2003 over 2002. 
| _ Even so, our private label business is profitable and healthy. 
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‘Italian Foods — United States and Canada 
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. wn auced category as a whole continued to decline in 2003 in 
the absence of a strong category leader. The popularity of low 
carbohydrate diets also affected our business. However, our 
research tells us that the larger category of Italian foods presents 


_" 


many opportunities, which we are pursuing. Italian foods is one 


and our product development expertise will allow us to expand 
‘our product offerings to selections more in line with our strategy 
to provide taste, convenience, and quality. For example, more 
complete meals such as lasagna offer consumers the necessary 


iste and convenience that unsauced pasta does not deliver. Late 
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in 2003, we launched lasagna to the U.S. club store channel, 
and we are developing more value-added premium Italian food 
products to grow this business. 

In the first quarter of 2003, we launched our premium 
pasta line, Villa Prima®, in New York. Villa Prima® features 
innovative pasta stuffing flavours and sells at a higher price. 
This product has been well received by customers. During 
the year, we earned a national contract to exclusively supply 
private label frozen pasta to Albertsons, one of America’s largest 
supermarket chains. After a successful launch of Italian Village® 
pasta products in Ontario last year, we launched Italian Village® 
pasta in Western Canada in 2003. All major customers listed the 
products and sales have met expectations. Italian Village® has 
captured a significant share of these two Canadian markets. 

Although first shipments of our Villa Prima® meat lasagna 
in the U.S. club channel were too late in the year to contribute 
significantly to sales, we expect lasagna sales to be an important 
component of our growth in sales to club stores in 2004. 

Despite lower sales of unsauced pasta products in 
traditional grocery stores in the U.S., overall Italian foods sales 
in 2003, as measured in pounds, were equal to last year. We 
were successful in increasing sales in new channels, including 
club stores, private label and school food service. Our Canadian 
sales also increased as a result of the expanded distribution to 
Western Canada. 

Gina Italian Village® continues to be the market leader in 
New York and the second largest selling brand in the U.S. In 
2003 we incurred $0.6 million of additional listing allowances 
in launching new pasta products, primarily Villa Prima® in the 
U.S. and Italian Village® in Western Canada. These expenses 
have not yet increased sales, and therefore these additional costs 
reduced profitability in 2003. 

Gina Italian Village®’s national market share!? for the 
fifty-two week period ended December 27, 2003 decreased to 
10.4% from 12.3% for the same period last year and results were 
similar in the New York area where our market share decreased 
slightly to 25.6% from 26.2%. For the four-week period ended 
December 27, 2003, Gina Italian Village®’s New York market 
share!? increased 3.9 share points to 25.9%. In New York, 
Gina Italian Village® is the market leader with almost twice 
the market share of its closest competitor. In all of the U.S., 
Gina Italian Village® is the second largest selling brand. On 
the national front, growth of private label has resulted in a 
declining share for branded products. 

Our Italian foods business continues to be a strategic 
initiative for High Liner. We see our business the way our 
customers do: the total Italian foods category and not just 
unsauced pasta. We are creating new, more convenient, value- 
added products, and expect sales to increase in club stores and 


ye ian Ai ] TES Mi r more is measured fi ds. The category reported bere is fish sticks only, 
ee ee Be oho,’ Me ee Ol AGTH te RB ail  srocory stores with sales of U.S. 82.0 million or more and is measured in pounds BON I I; 
{ ] en” which tracks all U.S. grocery s ) é nae net har s si 
] ee i in oy, ‘one which tracks all U.S. grocery stores with sales of U.S, $2.0 million or more and is measured in pounds. The category reported here is for all types of frozen 
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traditional grocery stores, both under our brands and under 
those of our customers. These products are also suited to 
selected food service channels, such as school food service. 


Fishing Division 

As previously reported, on May 21, 2003 we sold the majority 
of our Fishing division’s assets, resulting in a gain of $42.3 
million. Additional fishing assets were also written off in 2003 
in the amount of $5.9 million as we exit the direct primary 
processing and harvesting business. Prior to the sale, this 
division included our groundfish and scallop fleets, based in 
Lunenburg, Nova Scotia, and our primary processing plant 
in Arnold’s Cove, Newfoundland, and until December 2002 
a primary processing operation in Lunenburg. The division 
harvested, procured and processed whole seafood into fillets as 
well as catching scallops. This division sold products, fresh and 
frozen, to fresh fish markets in Canada and the U.S., processors 
in Nova Scotia, the U.S. frozen commodity market, and to 
Europe. Prior to the sale of the Fishing assets, approximately 
50% of this division’s products were sold as raw material or 
finished goods to our Packaged Foods division. 

Following the sale on May 21, 2003, only our primary 
processing plant in Arnold’s Cove, Newfoundland and one 
offshore groundfish trawler remain. The division produces cod 
fillets from frozen headed and gutted cod imports and local 
‘ewfoundland inshore fish. The division continues to sell a 
small amount of fillets to fresh fish markets in Canada and 
a much larger quantity of frozen fillets to the U.S. club store 
channel (through our Packaged Foods division) and frozen 
commodity market, and to industrial markets in Europe. 

In 2003, High Liner products for U.S. club stores accounted 
for 52.8% of the dollar value of our Fishing division’s sales. This 
is expected to be higher in 2004 as we continue to exit non- 
strategic commodity sales channels. 

Fishing division sales to external customers in 2003 
were $33.1 million compared with $57.8 million in 2002. The 
decrease is due to the sale of the fishing assets. With the sale, the 
Company has substantially reduced its sales of fresh and frozen 
commodity products. Of the $33.1 million in sales, $7.6 million 
was from the operations sold. ) 

Profitability for the Fishing division decreased in 2003 
compared to last year, the result of the lower sales, a stronger 
Canadian dollar and higher raw material costs. Also the scallop 
fleet sold in May accounted for the majority of the profits of this 
division in 2002. As this division sells much of its production 
in U.S. dollars, the strengthening Canadian dollar reduces its 
sales and profitability. The Fishing division had an operating 
loss before interest, taxes, depreciation and amortization of 
$0.9 million, compared to operating EBITDA‘ of $7.6 million 
in 2002. Although Arnold’s Cove procures raw material in U.S. 
dollars and thus benefits from the stronger Canadian dollar, a 
higher U.S. dollar cost for the raw material and lower Canadian 
dollar selling prices more than offset this benefit. 
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Included in the operating results for 2003 are sales of $7.6 
million, and EBITDA‘ of $3.5 million relating to the fishing 
assets that were sold in the year. 


toil 


Other Consolidated Results Items 
Litigation Costs 
As reported previously, we instituted legal action in 1998 against 
the vendors of the Gina Italian Village® business. We did not 
incur any significant costs associated with the litigation during 
2003. In 2002 we incurred litigation costs of $2.7 million. All 
pre-trial discovery preparation was completed in 2002 and the 
litigation has been inactive in 2003, awaiting a trial date. The 
case has not yet been scheduled for trial. Should it proceed to 
trial in 2004, litigation costs could be similar to those of 2002. 
More details about this case can be found in note 15 to the 
consolidated financial statements. 
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Interest 
Interest expense in 2003 decreased $4.2 million over 2002, since 
we repaid substantially all long-term debt in 2003. The majority 
of the net proceeds from the sale of our Nova Scotia-based fishing 
assets in May 2003 were used to repay $52.8 million of long- 
term debt. As well, we redeemed the Convertible Subordinated 
Debentures in December, which further reduced interest expense 
in the fourth quarter. 

Since December 28, 2002, we have reduced interest-bearing 
debt by $60.0 million to $11.4 million. Long-term debt at the end 
of 2003 consisted entirely of capital leases. 

We expect our short-term bank loans to be lower in 2004 due 
to positive operating results, further lowering interest expense. 


Other Income (see note 8 to the consolidated financial 
statements) 


2003 


The total selling price for the Nova Scotia-based fishing assets 
was $65.4 million. This sale resulted in a one-time pre-tax 
gain of $42.3 million, after the write down of all assets related 
to the fishing business, severance charges and other costs. In 
connection with this sale we also wrote down other fishing 
related assets that we did not sell resulting in a one-time pre- 
tax cost of $5.9 million. The Company used its capital loss carry 
forwards to offset the majority of the pre-tax capital gain and 
achieved a tax recovery on expenses and costs that are fully 
deductible for tax purposes. 

We expect to expense additional amounts in 2004 through 
2005 related to pensions for employees who were terminated 
when the sale closed. These additional costs relate to pension 
settlements that will be paid to former employees in 2004 and 
2005, and which, according to CICA Handbook section 3461, can 
be expensed only when final settlement amounts are calculated 
and paid. We estimate that these payments will be approximately 
$0.5 million. When incurred, these costs will be recorded 
separately, outside of earnings from continuing operations. 


We on incurred debt settlement pre-tax costs of $3.1 
million on the early repayment of long-term debt, using 
- proceeds from the sale of the Nova Scotia-based fishing assets. 
We had accumulated costs in December 2002 and the 
first quarter of 2003 that we had deferred on the balance sheet 
‘relating to a potential acquisition. We expensed these costs, 
totaling $1.3 million, in 2003 as we concluded we would not 
complete the transaction. This is included on the income 
- statement in “other income.” 
2002 
_In the fourth quarter of 2002, we closed our Lunenburg primary 
‘processing operations and sold redundant assets, recording a 
_ pre-tax loss of $0.4 million. On an after-tax basis, the closure 
_ resulted in a one-time gain of $0.17 per share due to favourable 
_ tax treatment (see below). Closure of this facility increased 
_ income in 2003 by approximately $1.5 million, primarily due to 
_ the elimination of losses incurred by this facility. 
' _ Also during the fourth quarter of 2002, we recorded a gain 
of $0.5 million relating to an amount recovered from an escrow 
arrangement in place since 1994 (arising out of a disposal of a 
‘French subsidiary). 
| Income Taxes 
| High Liner’s effective income tax rate in 2003 is a recovery of 
0.3%, compared to an expense of 26.3% for 2002, compared to 
our statutory rate of approximately 38%. 
___‘The low effective tax rate in 2003 is due to capital loss carry 
forwards for tax purposes from pricr years applied to the capital 
- gain on the sale of our fishing assets. Furthermore, only 50% of 

: any capital gains not sheltered by the capital loss carry forwards 
were included in taxable income. These capital tax losses were 
not previously recorded in our accounts, but were disclosed in 
| the notes to the consolidated financial statements. The impact 
| of the capital gain and the use of unrecorded capital losses 
result in the reduction of income tax expense of approximately 
| $17.0 million from the usual statutory rate. The Company has 
_ ‘no further unrecorded capital losses. 
rv The lower effective tax rate in 2002 is the result of capital 
gains. from the closure of the Lunenburg primary processing 
operations and the amount recovered from escrow. Most of the 
costs associated with the Lunenburg primary processing closure 
| ow ere tax deductible. Capital loss carry forwards offset capital 
gains on the sale of assets. Capital loss carry forwards that were 
fe ot recorded in the accounts also offset the capital gain on the 
disposal of a French subsidiary. 
The major components of income tax expense and a 
; conciliation of the Company’s effective tax rate are included 
1 2 9 to the consolidated financial statements. 

nee Company has recorded future income tax assets 
ch are available to offset income taxes in future years, we 
| do no not expect to pay full Federal income taxes in Canada or the 
United States ‘in cash until 2007. However, we do expect to pay 
7 some cas cash taxes in 2004 and later years in certain Canadian 
} Toes snoie as we do not have significant tax 
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SUMMARY OF RESULTS FOR THE FOURTH QUARTER 
ENDED JANUARY 3, 2004 

Revenues totaled $75.6 million compared with $85.7 million for 
the same period in fiscal 2002. Lower sales are due to the sale of 
our Nova Scotia-based fishing assets earlier in the year, which 
reduced sales by $12.3 million. As well, the strengthening of the 
Canadian dollar reduced sales by $7.5 million over the same 
period last year, as discussed above. 

Operating EBITDA? for the fourth quarter of 2003 amounted 
to $3.5 million, compared to $8.3 million for the same period 
last year. The decrease in earnings is the result of several 
factors. First, we incurred approximately $2.9 million in up- 
front expenses related to two significant marketing efforts in the 
fourth quarter: the recent launch of Stir-Fry Creations™ and the 
seven-week national television advertising campaign in Canada 
to promote the High Liner Signature™ line of premium seafood 
products, discussed above. While the costs of these initiatives 
were recorded in the fourth quarter of this year, and therefore 
reduced earnings, the anticipated positive impact on sales will 
not be fully realized until 2004. Although marketing costs were 
higher in the fourth quarter of 2003 than last year, this is a 
timing issue only as marketing expenses for 2003 were in line 
with other years as a percentage of sales to traditional retailers. 
Secondly, discontinued sales in our Fishing division after the 
asset sale decreased profitability. Thirdly, while difficult to 
quantify, labour strikes by grocery clerks in California and other 
U.S. locations disrupted fourth quarter business in the U.S. 
and reduced sales and profitability. A stronger Canadian dollar 
increased income in the fourth quarter as it reduced cost of sales 
for procured seafood. 

In December, the Company recorded additional pre-tax 
costs of $2.3 million in connection with the sale of the Nova 
Scotia-based fishing assets described earlier. These additional 
costs related to severance, closing costs and other items based 
on more current information than was available when the 
sale closed. 

Our effective tax rate for the fourth quarter of 2003 is 5.4%, 
lower than our statutory rate, due to a year end tax adjustment. 
The low effective rate for the comparable quarter in 2002 is 
the result of capital gains from the closure of the Lunenburg 
primary processing operations and an amount recovered from 
escrow, both offset by capital loss carry forwards. See note 9 to 
the consolidated financial statements. 

During the quarter, we called our Convertible Subordinated 
Debentures for redemption, and as a result most holders 
converted the Debentures to common stock at the conversion 
price of $6.00 per share, resulting in an increase in Common 
Shares outstanding of 812,411. We redeemed our Class C and 
D Cumulative Redeemable Preference shares in December and, 
for the first time since 1989, paid a $0.05 quarterly dividend on 
the Company’s Common Shares. See note 6 to the consolidated 
financial statements. 

Readers are encouraged to visit our website at 
www.highlinerfoods.com for complete interim financial statements 
for the fourth quarter of 2003. 
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QUARTERLY FINANCIAL INFORMATION / SEASONALITY 
Quarterly operating results for our Packaged Foods division 
fluctuate throughout the year. Summary information for each 
of the eight most recently completed quarters is presented in 
note 11 to the consolidated financial statements. 

Related to the disposal of most of our fishing assets in 
May 2003, we recorded a gain, which substantially increased 
income in the second quarter of 2003. Subsequent to the sale, 
this transaction generally reduced sales and income in 2003, 
compared with that of 2002. Additional costs in connection 
with this transaction were also recorded in the fourth quarter 
of 2003. 

Operating results in the first quarter are historically 
strongest as retailers promote seafood during the Lenten period. 
The fourth quarter is historically the second strongest quarter 
as several festive occasions occur during this time that increase 
demand for our products. The second and third quarters are 
more challenging. Consumers spend more time outdoors during 
the warmer months and use ovens less often, decreasing demand 
for our products. 

As a retail-oriented business, we spend significant 
amounts on consumer advertising and new product launches. 
Although the related activities benefit more than one period, 
the related costs must be expensed when the initial promotional 
activity takes place. The accounting periods during which we 
choose to make these expenditures may change from year 
to year, and therefore there may be fluctuations in income 
related to these activities. 

The following factors relate to fish harvesting and fresh 
fish sales. Although these factors are applicable in 2002 
and in part of 2003, they will not be as applicable in future 
years as a result of the sale of substantially all of our Nova 
Scotia-based fishing assets on May 21, 2003. The first quarter 
is typically the strongest period for groundfish harvesting 
and fresh fish sales. The second and third quarters have the 
poorest catch rates, highest fishing costs for our fleet, and 
the highest level of competition in the fresh fish market from 
inshore fleets. The fourth quarter is ordinarily the second 
most profitable as increased fall and winter fishing activity 
generates increased profits. 

Going forward, we expect seasonality to be similar to past 
trends. However, variations will be less pronounced. We expect 
earnings and sales for the first quarter of 2004 to be lower than 
those of the same period in 2003, as the 2003 results contained 

the operations of the Nova Scotia-based fishing assets that were 
sold in the second quarter of 2003. Additionally the conversion 
of our U.S. dollar sales into Canadian dollars will reduce sales 
due to the continued decrease in the average exchange rates year 
over year. 


LIQUIDITY AND CAPITAL RESOURCES 


Cash Flow 

Cash flow provided by operations before changes in non- 
cash working capital items for 2003 decreased from the same 
period last year, the result of lower earnings from operations. 
Net changes in non-cash working capital balances related to 
operations used cash of $9.4 million compared to cash provided 
of $10.0 million in the same period last year. Accounts receivable 
decreased during the year, offset by an increase in inventory and 
a decrease in accounts payable from operations. Note that this is 
not evident on the balance sheet as working capital items at the 
end of 2003 are impacted by a lower exchange rate than at the 
end of 2002. 

Free cash flow!3 was $4.3 million for 2003, down from $22.9 
million for the rolling four quarters ended December 28, 2002. 
Cash flow from operations decreased by $1.4 million during the 
most recent rolling four quarters due to a decrease in EBITDA‘, 
offset in part by lower interest expense as noted earlier. Capital 
expenditures increased $2.4 million over the same period due to 
modernization of both the Portsmouth and Lunenburg secondary 
processing facilities. High free cash flow for 2002 reflected a 
reduction of inventory of $11.0 million. Inventory levels since 
December 28, 2002 increased by $3.9 million. 

Capital expenditures for 2003 were $7.2 million compared 
to $4.9 million last year. Capital projects in 2003 included the 
connection of our Lunenburg plant sanitary discharge to the 
Town’s new municipal sewage treatment facilities. This project 
significantly reduces our impact on the local environment. 
Other capital expenditures in 2003 improved our facilities and 
equipment. 

Included in capital expenditures for 2003 are $0.5 million 
relating to our fishing operations, compared to $1.5 million for 
all of last year. We do not expect to incur capital expenditures in 
2004 for our remaining fishing operations. 

We plan to. invest approximately $6.2 million in capital 
in 2004. Projects planned for 2004 will upgrade facilities, and 
continue to reduce production costs and/or improve production 
efficiency. Cash generated from operations will fund capital 
additions in 2004. 


Financial Condition 

Our financial condition improved significantly in 2003. Since 
December 28, 2002, we have reduced interest-bearing loans by 
$60.0 million. Much of the improvement is the result of the 
repayment of long-term debt from the proceeds of the sale of the 
Nova Scotia-based assets as described above. In addition, $4.9 


million of Convertible Subordinated Debentures were converted 


to Common Shares at $6.00 per share in December 2003, as 
noted above. 


Free cash flow is defined as cash from operations, reduced by capital expenditures and adjusting for changes in working capital (excluding changes in cash, marketable securities, and short- 
term debt), Management believes this is a useful performance measure as it approximates cash available to pay dividends, However, free cash flow does not have a standardized meaning 
prescribed by generally accepted accounting principles and therefore may not be comparable to similar measures presented by others. Free cash flow has been calculated and presented in a 


manner consistent with prior years, 
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We redeemed $1.2 million of Class C and D Cumulative 
| Redeemable Preference shares at their par value of $5.00 
ia per share, plus accrued dividends. The redemption price was 
ag paid in cash, drawn on our operating line. We redeemed both 
. Debentures and the Class C and D Shares to simplify our 
capital structure. 

a New long-term debt in 2003 and 2002 relates to capital 
| leases for equipment purchases. Excluding a significant event, 
aa such as an acquisition, no other long-term debt will be required 
f in 2004. We do plan, however, to enter into capital leases of less 
than $1.0 million in 2004 for vehicles and other equipment. 

In the second quarter of 2003 we prepaid long-term debt 
' 


» 


and incurred early payment penalties of $2.1 million. Financing 
costs of $0.4 million deferred on the balance sheet relating to 
these debt facilities were also written off at that time. In 
' _ addition, we extinguished some fixed-for-floating interest rate 
7 swap agreements, resulting in a pre-tax loss of $0.6 million. 
_ These costs of $3.1 million in total are included on the income 
| statement in other income. 
ia Accounts receivable include $1.0 million and accounts 
payable include $4.3 million recorded on the sale of the fishing 
| assets in May 2003. This will reduce over time until fully 
extinguished in 2005. 
Our working capital debt bears interest at floating rates. A 
_ $35.0 million operating line in Canada is at prime or LIBOR!4 
ee 0.75% or Banker’s Acceptances (BA) plus 1.00%. A US$7.0 
million operating line in the U.S. subsidiary is at U.S. prime 
or LIBOR plus 2.25%. These operating lines total $44.0 million 
and borrowings under these lines at year-end were $10.3 million 
compared with $6.0 million at the previous year-end. 
At January 3, 2004, our available credit on pre-arranged 
short-term working capital borrowing facilities was $22.0 
| million and is more than sufficient to cover expected 
working capital requirements for 2004. We expect borrowings 
on these operating lines during 2004 to be minimal after the 
first quarter. 
= __ Subsequent to year end, we entered into a letter of credit 
| in the amount of US$2.6 million to secure obligations for the 
| purchase of seafood. 
= With a strong balance sheet, we are well positioned to 
q execute our strategy in 2004 and beyond. 
ih _ Note 5 to the consolidated financial statements includes a 
_ table showing the required principal repayments for 2004 and 
| later years. These payments are on account of capital leases. 
| Other than capital leases, we do not have any significant 
- purchase obligations. With respect to other long-term 
~ obligations, we have obligations to employees under pension 
plans and other similar retirement benefits. These are disclosed 
in note 12 to the consolidated financial statements. 


LIBOR stands for London inter-bank offered rate. This is the interest rate that 


Dividends 


Current year dividends on the Second Preference Shares in the 
amount of $1.1 million were paid in full in 2003. In 2002, this 
amounted to $1.0 million. Dividends in arrears on the Second 
Preference Shares in the amount of $6.3 million for the period 
from December 31, 1992, to December 31, 1997, were also paid 
in the second quarter of 2003. Dividends in arrears on the 
Second Preference Shares in the amount of $1.4 million for the 
period from December 31, 1991, to December 30, 1992, were paid 
in the fourth quarter of 2002. All dividends on these shares are 
now current. 

Dividends on the Class C and D Cumulative Redeemable 
Preference Shares were paid in full in both 2003 and 2002. These 
shares were redeemed in December of 2003. 

For the first time since 1989, we declared and paid a 
quarterly dividend to holders of the Company’s Common Shares, 
and declared an intention to continue to do so for the foreseeable 
future. The implementation of this policy reflects our consistent 
positive performance as we focus on growing the Packaged Foods 
division, together with significant improvements in our balance 
sheet. The initial dividend of $0.05 per common share was paid on 
December 15, 2003 to shareholders of record on December 1, 2003. 
This dividend totaled $0.5 million. 


ADOPTION OF NEW ACCOUNTING STANDARDS 

During 2003, we did not adopt any new accounting standards. 
As such, the financial statements as presented are comparable 
to 2002. 

In 2002, we adopted the Canadian Institute of Chartered 
Accountants (CICA) new Handbook Section 3870, Stock-Based 
Compensation and Other Stock-Based Payments. As permitted 
by the new recommendations, we disclosed the impact of stock- 
based compensation on earnings per share in both 2002 and in 
2003. In the first quarter of 2004, we will adopt new accounting 
standards resulting from amendments to Section 3870 
pertaining to stock options. At that time we will record the cost 
of our stock-based compensation in our accounts. To preserve 
comparability, the change will be accounted for retroactively to 
2002 as permitted by Section 3870. 

The cost of stock options in 2003 and 2002 was $0.3 
million, or approximately $0.03 per share. We will be adopting 
the CICA Handbook Section 3870, fully expensing stock options 
in 2004. Prior periods will be restated back to 2002 in the first 
quarter of 2004. At this time, we estimate that the cost of stock 
options in 2004 will be approximately $0.4 million, or $0.04 per 
share. 

In 2002 we changed our Segmented Information 
disclosure. Previously, we segmented results by geography. The 
presentation adopted in 2002 and continued into 2003 segments 
the Company between Packaged Foods and Fishing. Prior to 


the largest international banks charge each other for loans, usually of Eurodollars. 
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2002, the Canadian Packaged Foods and Fishing operations 
were integrated, selling the fishing production through Retail 
and Food Service markets in Canada and the U.S. Beginning 
in 2002, the integration between Fishing and Packaged Foods 
had declined to a point where the economic considerations 
of the Canadian retail and food service business were much 
more aligned with the Company’s U.S. operations. The Fishing 
division had become more of a commodity operation, quite 
different from Packaged Foods. With the sale of substantially 
all of our fishing operations in 2003, we intend to return to 
segmenting results by geography in 2004. Our processing facility 
in Arnold’s Cove, Newfoundland, part of our Fishing division in 
2002 and 2003, will be part of our Packaged Foods operations 
in 2004 as it reduces its production to produce items almost 
exclusively for club stores. We have continued the segmentation 
between Packaged Foods and Fishing for 2003 in order to better 
compare 2003 results with those of 2002 and to show the effect 
of the sale of substantially all of the Fishing division’s assets 
in 2003. 


OTHER ITEMS 


Transactions with Related Parties 

The Company’s business is carried on through the parent 
company, High Liner Foods Incorporated, and a wholly owned 
operating subsidiary, High Liner Foods (USA) Incorporated. 
These two companies purchase and/or sell inventory between 
them, and do so in the normal course of operations. As well, 
the parent company provides management and information 
technology services to the subsidiary, and sometimes lends 
it money. Periodically, capital assets are transferred between 
companies. On consolidation, revenue, costs, gains or losses, 
and all inter-company balances, are eliminated. 


Critical Accounting Estimates 

We necessarily use accounting estimates to determine an 
allowance for doubtful accounts receivable, estimate amounts 
owing to customers for various sales and marketing costs, and 
other costs to be invoiced to us after period end but relating 
to the accounting period in question. These estimates involve 
professional judgment but are relatively easy to determine. If 
final amounts differ from estimates, it is expected to have little 
or no impact on our financial condition. 

We have $5.4 million recorded on our balance sheet at 
January 3, 2004 representing indemnity claims receivable 
against the vendors of our pasta business. We expect to recover 
these claims in litigation, and an escrow account of $7.6 million 
exists from which these claims could be paid, 


Outstanding Share Data 


Detailed information regarding the designation and number of 
each class of shares outstanding and of each class of security 
convertible into shares is disclosed in note 6 to the consolidated 
financial statements. 


RISK 


Procurement 
We are dependent upon the procurement of frozen raw seafood 
materials and finished goods on world markets. The Canadian 
operation buys as much as $100 million and the U.S. operation — | 
buys approximately $25 million of this product annually. Prices — 
can fluctuate and there is no formal commercial mechanism 
for hedging either sales or purchases. Purchases of seafood — 
on global markets are principally in U.S. dollars. We hedge 
exposures to currency values, and we enter into supply contracts — 
when possible. 

Procurement by our Canadian operations has increased, 
in part, due to the sale of our Nova Scotia-based fishing assets. 
Scallops previously harvested by our fleet are now procured. As 
well, value-added finished goods are increasingly procured, as it 
is economical to do so. 

In 2003 we were able to purchase our requirements for ai ; 
species at prices similar to or less than 2002. We expect that 2004 
prices will be similar to 2003. A detailed discussion on seafood © 
raw material can be found in our 2003 Annual Information Form 
available at www.highlinerfoods.com. 


Supplier Risk 

As we now purchase almost all seafood that we sell, we have 
developed close relationships with key suppliers. These suppliers — 
obtain seafood from around the world. We currently purchase 
significant quantities of frozen raw material and finished goods 
originating from Asia, most notably China, Russia, Norway, — 
the United States, the United Kingdom, Chile and Uruguay. 
Our supplier base is diverse to ensure no over-reliance on any 
source. 


Customer Risk 


We sell the vast majority of our products to large food retailers in 

North America and food service distributors in Canada. The food 
distribution industry is consolidating. Our customers are getting 
larger, more sophisticated and want to conduct business with — 
sophisticated, reliable suppliers. We are an important supplier to. 
our customers because we can transact business on their terms. We — 
must continue to grow and stay ahead of customer expectations — 
in order to continue to be important to them. We currently — 
have one customer that represents slightly more than 15% of 

our sales, 


Foreign Currency ' 
Overview 


High Liner Foods is affected by foreign currency fluctuations in — 
a number of ways. First, about half of the Company’s sales are “ 
denominated in U.S. dollars. As such, fluctuations in exchange 
rates impact the translated value of sales. Secondly, most of — | 
the items we sell in Canada have U.S. dollar denominated raw 
material costs as we procure these on world markets in U.S. 
dollars. Thirdly, some items we produce in Canada and sell in 
the U.S. are affected by exchange fluctuations. aselyseet on = 
our balance sheet are affected by exchange rates, r 
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Income Sialement Effects of Foreign Currency 
; ‘High Liner Foods operates a subsidiary in the U.S. Its domestic 
F currency is U.S. dollars. In addition, some sales of the Canadian 
company were transacted in U.S. dollars. Because we report our 
| financial results in Canadian dollars, a strengthening Canadian 
' - dollar has the immediate effect of reducing the Canadian dollar 
= value of U.S. dollar denominated sales. In 2003, these U.S. 
1 eait denominated sales comprised more than 48% of our total 
sales. In 2004, our U.S. dollar denominated sales are expected to 
- be approximately 50% of our sales. 
The impact of foreign currency changes on earnings is not 
el to the change in sales due to exchange rate fluctuations. 
_ Astronger Canadian dollar is beneficial to earnings, because the 
- majority of sales in U.S. dollars have U.S. dollar denominated 
input costs, and are thereby substantially hedged. This is 
_ true for our U.S. subsidiary where changes in exchange rate 
only affect the conversion of profit earned by it. However, for 
+ commodity sales from our Newfoundland plant and club store 
+ - products produced in Lunenburg destined for the U.S. market, 
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where labour, packaging and overheads for these products are 
purchased in Canadian dollars, a strengthening Canadian 
_ ae dollar increases these costs in U.S. dollar terms. 

- The raw material for products sold in Canadian dollars 


“and for the Canadian operation’s sales in the U.S. is purchased 


_ substantially in U.S. dollars. A strengthening Canadian dollar 
, teduces the cost of these raw materials. Our exposure on 
. purchases for the Canadian marketplace exceeds our sales of 
-- products produced in Canada fot the U.S. market by US$34.0 
2 ‘million on an annual basis. We do not benefit from the total 
i” z: change in the Canadian dollar when competitive factors come 
' into play, as they do in our Canadian food service business. 
Our Canadian food service competitors use the lower Canadian 


dollar costs of imported products to cut prices to compete with 
US, and we must therefore pass on some of the cost reductions to 
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dollars is to hedge forward twelve months; at 80-90% of exposure 
for the first three months, 70-80% for the next three months, 60- 
70% for the next three and 20-40% for the last three. 

Details on the hedges in place on January 3, 2004 are 
included in note 1 to the consolidated financial statements. 


Balance Sheet Effects of Foreign Currency 

As we have operations in the United States, and monetary assets 
and liabilities in Canada that are denominated in U.S. dollars, 
assets and liabilities of the consolidated company change as 
exchange rates fluctuate. At January 3, 2004 the Canadian 
dollar strengthened by 21.6% from its value at December 28, 
2002. This has decreased the carrying value of items such 
as accounts receivable, inventory, fixed assets, goodwill and 
accounts payable. The net offset of these changes flows through 
the foreign currency translation account in shareholders’ equity 
on the balance sheet. Due to the stronger Canadian dollar, the 
foreign currency translation account on the balance sheet has 
decreased shareholders’ equity by $10.2 million since December 
28, 2002. 


Cost of Fuel 

Our operating costs are affected by changes in crude oil prices, 
which particularly influence the costs of our outgoing freight. 
As a result of higher crude oil prices in 2002 and 2003, freight 
costs have increased and our freight suppliers have added fuel 
surcharges in recent years. Currently, none of this exposure is 
hedged, although hedges are used from time to time. 


Food Safety 

As a supplier of food products, we must be vigilant is ensuring 
our products are safe and comply with all applicable laws and 
regulations. Consumers are also increasingly better informed 
about conscientious food choices. 

At High Liner, food safety is our top priority. All of our 
processing plants have the proper State or Provincial and 
Federal licenses to operate. 

The United States requires its seafood processing plants 
to adopt a quality management plan known as HACCP (Hazard 
Analysis of Critical Control Points). Our plant in Portsmouth, 
New Hampshire was one of the first plants to have an approved 
Seafood HACCP plan in the U.S. and to pass a HACCP audit. 
The plant is regularly inspected and meets or exceeds all 
requirements. 

In Canada all seafood processing plants are required 
to adopt a Quality Management Plan (QMP) covering the 
regulatory and safety aspects of food processing. High Liner’s 
QMP has been approved by the Canadian Food Inspection Agency 
and is in good standing since inception of this requirement. 
Canada’s QMP is an accepted standard under the U.S. 


HACCP system. 
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Plants outside of North America must also pass HACCP 
audits to be able to export products to the U.S. All of the 
Company’s non-North American suppliers are HACCP approved 
plants. The Canadian Food Inspection Agency (CFIA) must 
inspect food that is procured outside of Canada. The Food 
and Drug Administration (FDA) inspects food that enters the 
United States. In addition, all purchases are subject to quality 
inspection by the Company’s own quality inspectors. We have 
strict specifications for suppliers of both raw material and 
finished goods to ensure that procured goods are of the same 
quality as products made in our own plants. 

We employ several experts in this area, including food 
scientists, quality technicians, raw material inspectors, and 
labelling and nutritional consultants. We also have a supplier 
code of conduct and retain independent auditors to monitor 


compliance. 


OUTLOOK FOR 2004 

We look forward to delivering continued growth in 2004 as 
a Company that is focused solely on providing high quality, 
value-added frozen seafood and complementary products to the 
srocery, club and food service markets. 

Our strategy is focused on expanding our customer base 
for existing products, entering new markets and offering 
innovative, new products to our consumers. We anticipate a 
number of key product launches throughout the year as we 
continue to respond to our consumers’ preferences for quality, 
taste and convenience. Additionally, we expect to see the positive 
effect of the stronger Canadian dollar, as well as our lower debt 
levels, reflected in our earnings. 

Although sales and earnings in the first quarter of 2004 
may be lower than the same quarter of 2003 due to the sale 
of the fishing assets, we look forward to delivering continued 
growth in earnings for all of 2004 compared to last year. 


FORWARD-LOOKING STATEMENTS 

This document contains forward-looking statements, including 
sales, earnings and profitability comments for 2004 and 
beyond. These statements contain words such as “anticipate”, 
“expect”, “could”, “should”, “may”, “plans”, “will”, or similar 
expressions that are based on and arise out of our experience, 
our perception of trends, current conditions and expected future 
developments as well as other factors. The statements are not 
a guarantee of future performance. By their nature, forward- 
looking statements involve uncertainties and risks that the 
forecasts and targets will not be achieved. 


Management’s Discussion and Analysis of 2003 Results 


Readers are cautioned not to place undue reliance on 
forward-looking statements, as a number of important factors, 
as discussed herein and in our other continuous disclosure 
documents, could cause actual results to differ materially 
from those expressed in such forward-looking statements. 
We include in publicly available documents filed from time 
to time with securities commissions, and The Toronto Stock 
Exchange, a thorough discussion of the risk factors that can 
cause anticipated outcomes to differ from actual outcomes. We 
disclaim any intention or obligation to update or revise forward- 
looking statements. 


ADDITIONAL INFORMATION 
Additional information related to the Company, including our 
Annual Information Form, is on SEDAR at www.sedar.com and on 
our website at www.highlinerfoods.com. 
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- To the Shareholders of 


_ High Liner Foods Incorporated 
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_ We have audited the consolidated balance sheets of High Liner Foods Incorporated as at January 3, 2004 and December 28, 2002 and 
_ the consolidated statements of income, retained earnings and cash flows for the periods then ended. These financial statements are the 
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our 
audits. — 
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We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan and 
perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. 
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__ In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company 
as at January 3, 2004 and December 28, 2002 and the results of its operations and its cash flows for the periods then ended in accordance 
with Canadian generally accepted accounting principles. 
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¥ are LLP 
Chartered Accountants 

Halifax, Canada — 
January 23, 2004 


Management’s Responsibility for Financial Reporting 
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Vice President Corporate Services 
and Chief Financial Officer 


‘The Management of High Liner Foods Incorporated includes corporate executives, operating and financial managers and other personnel 
working full-time on Company business. The statements have been prepared in accordance with generally accepted accounting principles 
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consistently applied, using Management’s best estimates and judgments, where appropriate. The financial information elsewhere in this 
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“report is consistent with the statements. 
Management has established a system of internal control which it believes provides a reasonable assurance that, in all material 
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7 accurately on the Company’s books and records. The Company's internal audit program is designed for pee evaluation of the 
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adequacy and effectiveness of the internal controls. Audits measure adherence to established policies and procedures. 
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The Audit Committee of the Board of Directors is composed of five outside directors. hy Baas <— ee 
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_ management, the internal auditor and independent chartered ancountants to review the bs 0 ia ce ne fet: Sa 
_ respective parties are properly discharging their responsibilities. The independent chartered accoun 2 -e ae 
full and free access to the Audit Committee at any time. In addition, the Audit Committee reports its finding 
, which reviews and approves the consolidated financial statements. 
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Consolidated Financial Statements 


CONSOLIDATED BALANCE SHEETS 


January 3, 2004 


December 28, 2002 


(000s) $ $ 
ASSETS 
Current: 
Cash 926 1,088 
Accounts receivable (note 2) 31,840 35,001 
Inventories (note 2) 49,870 50,053 
Prepaid expenses 1,502 1,600 
Future income taxes (note 9) 7,525 6,991 
Total current assets 91,663 94,733 
Property, plant and equipment (no/e 3) 27,492 44,303 
Other: 
Goodwill 45,781 55,661 
Deferred charges 8 931 
Future income taxes (note 9) 7,282 5,037 
Other receivables and sundry investments (mole 15) 5,513 6,702 
58,584 68,331 
eo, 207,367 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current: 
Bank loans (note 4) 10,252 5,960 
Accounts payable and accrued liabilities (note 4) 37,424 42,490 
Current portion of long-term liabilities (ote 5) 328 15,919 
Total current liabilities 48,004 64,369 
Long-term liabilities (no/e 5) 845 49,395 
Employee future benefits (no/e 12) 1,143 Di 
Future income taxes (no/e 9) 6,351 4,004 
Shareholders’ Equity: 
Preference Shares (note 6) 20,000 21,246 
Common Shares (note 6) 34,030 28,361 
Retained earnings 75,259 37,080 
Foreign currency translation account (note 7) (7,893) 2,341 
121,396 89,028 
177,739 207,367 


See accompanying notes to the financial statements. 


yn behalf of yard 


Henry E. Demone David J. Hennigar 
Directo Director 


CONSOLIDATED STATEMENTS OF INCOME 
For the fifty-three weeks ended January 3, 2004 
(with comparative figures for the fifty-two weeks ended December 28. 2002) 


) 


Fiscal 2003 


Fiscal 2002 


(000s except per share amounts) $ $ 
Sales 315,879 324,458 
Cost of sales 251,372 254,461 
Gross Profit 64,507 69,997 
Selling, general and administrative expenses 44,330 41,606 
Earnings before interest, taxes, depreciation, 

amortization and the undernoted (Operating 

EBITDA) 20,177 28,391 
Litigation costs (42) (2,655) 
Depreciation (3,911) (5,643) 
Interest expense: 

Short-term (53) (252) 

Long-term (2,320) (6,334) 
Foreign exchange gains 58 32 
Other income 122 199 
Non-operating transactions (note 8) 31,968 157 
Income before income taxes 45,999 13,895 
Income taxes (no/e 9) 

Current (110) (287) 

Future 230 (3,366) 
Total income taxes 120 (3,653) 
Net income for the period 46,119 10,242 
PER SHARE INFORMATION 
Earnings per Common Share (no/e 10) 

Basic 4.52 0.93 

Diluted 4.13 0.87 
Average Common Shares Outstanding (nofe 10) 

Basic 9,945,101 9,822,044 

Diluted 10,940,861 10,769,929 


See accompanying notes to the financial statements. 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
For the fifty-three weeks ended January 3, 2004 


(wth comparative figures for the fifty-two weeks ended December 28, 2002) 


Fiscal 2003 


Fiscal 2002 


(in thousands of Canadian dollars) $ $ 
Balance, beginning of period 37,080 29,289 
Net income for the period 46,119 10,242 
Dividends 
Common Shares (537) 
Second Preference Shares 
Current (1,078) (1,017) 
Arrears (6,260) (1,362) 
Class C and D Preference Share (65) (72) 
75,259 37,080 


Balance, end of period eM Ne sche 
See accompanying notes to the financial statements. 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 
For the fifty-three weeks ended January 3, 2004 
(wth comparative figures for the fifty-two weeks ended December 28, 2002) 


Fiscal 2003 


Fiscal 2002 


(000s) $ § 
Cash provided by (used in) operations: 
Net income for the period 46,119 10,242 
Charges (credits) to income not involving cash 
from operations: 
Depreciation and amortization 3,992 5,850 
Gain on asset disposals (39,699) (3,569) 
Non-cash severance and other costs 7,609 Bae. 
Future income taxes (230) 3,366 
Cash flow from operations before changes in 
non-cash working capital 17,791 19,161 
Net change in non-cash working capital 
balances (9,441) 10,033 
8,350 29,194 
Cash provided by (used in) financing activities: 
Change in current bank loans 4,291 (11,224) 
Long-term debt proceeds 379 268 
Repayments of long-term debt (54,416) (15,841) 
Funding of employee future benefits less than expense 656 19 
Dividends paid 
Preferred (7,403) (2,451) 
Common (537) - 
Debt settlement cost (2,706) - 
Foreign exchange translation (399) (51) 
Redemption of C and D Preference Shares (1,246) - 
Issue of equity shares 794 179 
(60,587) (29,101) 
Cash provided by (used in) investing activities: 
Purchase of property, plant and equipment (7,239) (4,869) 
Proceeds on disposal of non-current assets 60,105 4,631 
Decrease (increase) in other assets (791) 645 
52,075 407 
Increase (decrease) in cash during the period (162) 500 
Cash, beginning of period 1,088 588 
Cash, end of period 926 1,088 


ee ee ee 
See accompanying notes to the financial statements. 
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Notes to Consolidated Financial Statements 


SIGNIFICANT ACCOUNTING POLICIES 


_ The accompanying consolidated financial statements have been prep 


ared on the historical cost basis in accordance with Canadian 
generally accepted accounting principles. 


Basis of Consolidation 

_ The accompanying financial statements consolidate the accounts of the Company and all its subsidiary companies. 
_ Fiscal Year 

; The Company’s fiscal year is on the Saturday closest to December 31. This results in a 53 week year-end every five to seven years as recorded 
in 2003. 


~~ a ee : 
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_ Inventory Valuation 


Foreign Currency 


- Unless otherwise noted, all amounts in these financial statements are in Canadian dollars. 


a 4A ee 


Assets and liabilities of the U.S. subsidiary operation, which is financially and operationally independent of the parent, are translated at 
: exchange rates prevailing at the balance sheet date. The revenues and expenses are translated at average exchange rates prevailing during 

the year. The gains and losses on translation are deferred and included as a separate component of shareholders’ equity entitled “foreign 
currency translation account” until there is a realized reduction in the net investment. 


« 

La 
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_ Up to April 25, 2003 the Company’s net investment in its U.S. subsidiary was partially hedged by long-term borrowings in U.S. dollars 
~ of U.S.$12.0 million (December 28, 2002; U.S.$12.0 million). Gains and losses on the U.S. dollar debt identified as a hedge against this 
=e investment were included in equity through the “foreign currency translation account” to offset gains and losses on the net investment 
in the U.S. subsidiary. At January 3, 2004, the Company’s net investment in its U.S. subsidiary was US$53.2 million (December 28, 2002: 
~ US$41.1 million). 


- Foreign currency denominated assets and liabilities of Canadian operations are translated into Canadian dollars at exchange rates 
_ prevailing at the balance sheet date for monetary items and at exchange rates prevailing at the transaction date for non-monetary items. 
_ Gains or losses on translation are included in income. 


- Property, plant and equipment is carried at the lower of cost, net of accumulated depreciation, and net recoverable amount. Depreciation 
, is provided on the straight-line basis at the following rates per annum: 

Brick buildings 2 1/2% 

— Other buildings: 2 1/2% to 5% 

_ Computer and electronic equipment 25% 


_ Machinery and equipment, other 6 2/3% 
- Equipment under capital lease Lease term 


Se oie 
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Deferred charges represent software maintenance fees. These are amortized over the remaining term of the item to which they relate. 
Deferred charges are stated at cost net of accumulated amortization. Amortization expense during the year amounted to $103,000 (2002; 


$247,000). 
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Stock Compensation 

The Company does not record compensation expense when stock or stock options are issued. However, the Company is disclosing the pro- 

forma net income and pro-forma earnings per share using the fair market value method of accounting for stock-based compensation 
wards. This pro-forma information is presented in note 10. 
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Goodwill 


Goodwill is stated at cost net of accumulated amortization. Goodwill is not amortized. Instead, the Company performs an impairment 


test annually or when an event or circumstance occurs which more likely than not reduces the fair value of the reporting unit below its 
arrying amount to ascertain whether goodwill impairment exists. Any impairment provision would be charged to income in the year the 


pairment occurs. There was no goodwill added during 2003 or 2002. 
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Employee Benefit Plans 

The Company accrues its obligations under employee benefit plans, net of plan assets. The cost of pensions and other retirement benefits 
earned by employees is actuarially determined using the projected benefit method prorated on service and management's best estimate of 
expected plan investment performance, salary escalation and retirement ages of employees. For the purpose of calculating the expected 
return on plan assets, those assets are valued at fair value. Past service costs from plan amendments are amortized on a straight-line basis 
over the average remaining service period of employees active at the date of amendment. The excess of the net actuarial gain (loss) over 
10% of the greater of the benefit obligation and the fair value of plan assets is amortized over the average remaining service period of 
the active employees. The average remaining service period of the active employees covered by the pension plan is 20 years. The average 
remaining service period of the active employees covered by the other benefits plan is 6 years. 


Financial Instruments 


Derivative financial instruments are utilized by the Company in accordance with a written policy to manage its foreign currency and 
interest rate exposures. The Company does not use derivative financial instruments for trading or speculative purposes. 


The Company formally documents all relationships between hedging instruments and hedged items, as well as its risk management 
objective and strategy for undertaking various hedge transactions. This process includes linking all derivatives to specific assets and 
iabilities on the balance sheet or to specific firm commitments or forecasted transactions. The Company also formally assesses, both at 
the hedge’s inception and on an ongoing basis, whether the derivatives that are used in hedging transactions are effective in offsetting 
changes in fair values or cash flows of hedged items. The Company has a policy of hedging up to 60% of a rolling 12 month projected 


f 


oreign currency cash flows. 


Realized and unrealized gains or losses associated with derivative instruments which have been terminated or cease to be effective prior 
0 maturity are recognized in income. 


The Company periodically enters into foreign exchange contracts to hedge future cash flows. The contracts are valued at rates prevailing 
at the balance sheet date. The resulting gains and losses on these contracts are not recognized until the hedged cash flows are realized. At 
year end, the Company had the following foreign exchange contracts outstanding all with maturities of less than one year. 


January 3, 2604 December 28, 2002 

Sell Receive Sell Receive 
£676,608 $1,535,805 Cdn §370,648 $914,321 Cdn 
US$11,725,000 $15,748,405 Cdn £223,529 $348,862 Cdn 


The Company entered into several foreign exchange rate contracts, all with maturities of 12 months or less, that protect the Company from 


significant exchange rate fluctuations. Where the exchange rate falls between the put and call rates (“collars”) the Company buys/sells 
U.S. dollars at the current spot rate. 


If the exchange rate rises above the call rate, the Company buys/sells U.S. dollars at the call rate. Conversely, if the exchange rate falls 
below the put rate, the Company buys/sells U.S. dollars at the put rate. 


At January 3, 2004, the Company had the following total purchase contracts outstanding: 


Weighted Average Put Rate Weighted Average Call Rate Total USD Value 
1.3072 1.3451 $50,050,000 


At January 3, 2004, the Company had the following total sell contracts outstanding: 


Weighted Average Put Rate Weighted Average Call Rate Total USD Value 
1.2950 1.3225 $5,350,000 


The Company’s primary financial instruments consist of receivables, investment tax credits, current liabilities and long-term debt. The 


difference between the carrying values and the fair market values of the primary financial instruments are not material due to the short- 
term maturities and, or the credit terms of those instruments. 


Use of Accounting Estimates 


The preparation of financial statements in conformity with Canadian general accepted accounting principles requires management to 
make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting periods. Actual results could differ from those estimates. 


Revenue Recognition 


Sales are recognized in income when the related products have been shipped to customers, Revenue is recorded net of various customer 


marketing costs including listing allowances (slotting), volume rebates, cooperative advertising and various other trade marketing costs, 
as well as the redemption cost of consumer coupons. | 


CURRENT ASSETS 
(a) Accounts Receivable 


January 3, 2004 


December 28, 2002 


(000s) $ $ 
Canadian Trade 14,952 14,213 

U.S. Trade 
(US$10,897; 2002: US$11,634) 14,058 18,246 
Other 2,830 2,542 
31,840 35,001 


CA, 840 | 
(b) Inventories 


January 3, 2004 


December 28, 2002 


(000s) $ § 
Finished goods 24,143 24,240 
Raw and semi-finished material 21,007 16,278 
Retail stores - 1,026 
Supplies and repair parts 4,720 8,509 

49,870 50,053 


PROPERTY, PLANT AND EQUIPMENT 
January 3, 2004 


December 28, 2002 


(000s) $ § 
Land 240 322 
Buildings 26,688 28,223 
Equipment 61,927 64,813 
Equipment under capital lease 2,117 1,804 
Vessels 3,891 33,391 
94,863 128,553 

Less accumulated depreciation: 
Buildings 18,202 18,178 
Equipment 44,453 42,800 
Equipment under capital lease 825 Sn2 
Vessels 3,891 26,939 
67,371 88,439 
Non-operating assets held for sale : 4,189 
27,492 44,303 
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CURRENT LIABILITIES 


Bank Loans 

January 3, 2004 December 28, 2002 
(000s) $ $ 
Bank loans, denominated in Canadian dollars not exceeding prime 
(average rate at 2003 year end 3.76%; 2002 year end 4.5%) 2,004 603 
Bank loans, denominated in U.S. dollars not exceeding U.S. base rate 
(average rate at 2003 year end 2.46%; 2002 year end 4.75%) 8,248 Seeds 

10,252 5,960 


ee 


The Company has pledged as collateral for its bank loans a general assignment of accounts receivable and inventory. TI 
4 at pnet inet ante sya] ly yayel 
using bankers acceptances (BAs), LIBOR or prime loans and borrows using the lowest cost instruments, usually LIBOR 0 


e Company has the option of borrowing 
BAS, 
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Accounts Payable and Accrued Liabilities 


January 3, 2004 December 28, 2002 
(000s) $ $ 
Canadian payables 17,917 20,641 
U.S. payable (US$10,960; 2002 US$12,045) 14,138 18,891 
Other 5,369 2,958 


42,490 
Accounts payable bear normal commercial credit terms and are non-interest bearing. 

LONG-TERM LIABILITIES ‘ 
January 3, 2004 December 28, 2002 ; 
(000s) $ $ | 
Notes payable due to 2005 (i) 

At 8.28% (US$0; 2002 US$10,200) : 15,998 
At 7.78% - 14,464 
Note payable not exceeding U.S. prime due to 2005 : 
(US$0; 2002 US$14,800) (i) : 23,212 | 
Vessel mortgage due 2006 at 7.5% (ii) = 5,502 | 
Convertible Subordinated Debentures (iii) | 
At prime plus 2% due to 2006 - 4.897 | 
Capital leases at 5.10% to 8.67% due 2004 to 2008 1,173 1,226 | 
Other loans - 15 
1,173 65,314 
Less current installments 15,919 ! 
49,395 | 


pledged as collateral for the notes payable a fixed charge on certain vessels, plants and equipment. The proceeds 


The Company had 
from the sale of the groundfish and scallop operations (note 8) were used to pay down the notes payable. 


(ii) This loan, at the option of the Company, was convertible to redeemable Preference Shares bearing a dividend entitlement based on 
a defined cash flow. 


(iii) The Company had pledged as collateral for the Convertible Subordinated Debentures a second floating charge over the assets of the 


Company. 


The Convertible Subordinated Debentures were convertible into Common Shares at the option of the holder before the maturity date 
of July 21, 2006 at a conversion price of $6.00 per common share. 

The Company redeemed the Convertible Subordinated Debentures for cash at par plus accrued and unpaid interest on December 15, 
2003. During the year $4,874,466 (2002; $51,300) of Convertible Debentures were converted to 812,411 shares (2002; 8,546). 


(iv) The principal payments required, in Canadian dollars, on long-term debt in each of the next five fiscal periods are as follows: 


Cdn 

($000s) 

2004 328 

2005 412 

2006 288 
2007 114 ’ 

2008 31 


ss 
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SHARE CAPITAL 
The share capital of the Company is as follow: 


January 3, 2004 


December 28, 2002 


Authorized 

Cumulative Redeemable Convertible 

Preference Shares of the par value of $5 each, redeemable at par 
5%4% Class C 
5%% Class D 

Cumulative Redeemable Second Preference Shares of the par 
value of $100 each 

Preference Shares of the par value of $25 each, issuable in series 

Subordinated Redeemable Preference Shares of the par value of 
$1 each, redeemable at par 

Common Shares, without par value 


600,000 
400,000 


200,000 
9,999,944 


1,025,342 
200,000,000 


600,000 
400,000 


200,000 
9,999,944 


1,025,542 
200,000,000 


January 3, 2004 


December 28, 2002 


Shares $000s Shares $000s 
Issued 

Preference 
Class C and D Preference Shares (i) E - 249,007 1,246 
Second Preference Shares (ii) 200,000 20,000 200,000 20,000 
20,000 21,246 

Common 

Common Shares (iii) 10,794,455 34,030 9,835,944 28,361 


(i) . During the year the Class C and D Preference Shares were redeemed at par plus accrued and unpaid dividends. In 2002 the Class C 
and D Preference Shares are shown net of 142,868 shares which were owned by a subsidiary company. 


(ii) On June 30, 2003, all dividends in arrears in the amount of $6.3 million were paid. There are no further arrears. 
(iii) Common Shares issued are shown net of 171,500 shares (2002; 171,500 shares) in the amount of 2,558,200 (2002; $2,558,200) 
which are owned by a subsidiary company. 


Common Share Transactions 


Fiscal 2003 Fiscal 2002 


Shares $000s Shares $000s 
Balance, beginning of period 9,835,944 28,361 9,799,286 28,182 
Shares issued: 
Convertible Subordinated 
Debentures converted 812,411 4,874 8,546 51 
Stock options exercised 146,100 “ee 28,112 128 
Balance, end of period 10,794,455 34,030 9,835,944 28,361 


Preference Shares 

The Second Preference Shares are redeemable by the Company at their par value plus accrued and unpaid dividends. Cumulative dividends 
are payable quarterly at one-half a chartered bank’s prime lending rate plus 3 percent. 

The Second Preference Shares will be redeemable in full in the event of any redemption or purchase for cancellation of any Common 


Shares of the Company. 


Share Option Plan 


The Company has a common share option plan for designated directors, 0 
companies, with total options granted not to exceed 10 percent o1 the issued Common Shares. 


The Company does not record compensation expense on 


market value. 


All options outstanding were granted at fair market value on the grant date. The following options were outstanding at year end. 


fficers and certain managers of the Company and of subsidiary 


the issue and exercise of stock options as they are granted to employees at fair 


4] 
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Remaining Average 


Exercise Price $ Contractual Life In Years Expiry January 3, 2004 7 December 28, 2002 
3.70 4.52 2006-2010 50,000 50,000 
4.10 2.26 2006 44,075 72,175 
4.40 3.26 2007 54,750 85,050 
4.75 2.97 2005-2008 82,575 114,875 
5.15 4.26 2008 40,000 48,000 
6.25 1.26 2004-2007 58,000 104,875 
7.70 Beob 2009 106,200 - 
7.75 1.98 2004-2007 100,000 100,000 
8.25 1.79 2004-2007 58,825 80,300 
8.75 1.26 2005 55,175 62,700 
10.00 6.67 2009-2011 15,000 : - 

664,600 717,975 

Included in the above figures are options of 121,200 at an average exercise price of $6.28, that were not exercisable on January 3, 2004, as 

they had not vested (December 28, 2002, 140,975 options at an average exercise price of $5.09). All other options outstanding on January 


3 2004 were exercisable. 


A summary of recent option activities is as follows: 


Fiscal 2003 Fiscal 2002 

Weighted Average Weighted Average 

Options Exercise Price Options Exercise Price 

$ $ 

Beginning of year 717,975 5.97 656,675 6.56 
Granted 126,900 797 134,050 4.89 
Expired/cancelled (34,175) 6.68 (44,638) 8.06 
Exercised (146,100) 5.44 (28,112) 4.55 
End of year 664,600 6.44 717,975 5.97 


Under the terms of the plan: 


(i) The Company’s Human Resource and Corporate Governance Committee of the Board designates from time to time eligible 
participants to whom options will be granted, and the number of shares to be optioned to each; 


(ii) Eligible participants are persons who are officers, general and division managers, certain head office managers, and directors of the 
Company, and officers, managers and directors of subsidiary companies; 


(iii) Shares to be optioned shall not exceed the aggregate number of 1,750,000; the total number of shares to be optioned to any eligible 
participant shall not exceed 5% of the issued and outstanding shares of the class as at the date such option is granted. The aggregate 
annual number of options granted to all Company directors in total cannot exceed 75,000. Options issued to date are 816,512 
leaving a balance of 933,488 available for new grants. 


(iv) The option price for the shares is determined by the Committee at the time of granting of the option but cannot be less than the fair 
arket value of the shares at the time the option is granted: 


(v) The term during which any option granted may be exercised is determined by the Committee at the time the option is granted but 
ay not exceed the maximum period permitted from time to time by the Toronto Stock Exchange. 


(vi) The purchase price is payable in full at the time the option is exercised. 


FOREIGN CURRENCY TRANSLATION ACCOUNT 


Fiscal 2003 Fiscal 2002 
(000s) $ $ 
Balance, beginning of period 2,341 3,017 
Translation adjustments related to net assets of self-sustaining 
foreign operations (11,616) (1,084) 


Effects of exchange rate variation on translation of U.S.$ loans 
designated as hedges of net investment in self-sustaining 
foreign operation 1,382 408 

Balance, end of period (7,893) 2,341 
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NON-OPERATING TRANSACTIONS 
Non-operating transactions consists of a gain of $42.3 million on the May 21, 2003, disposal of the Company’s Nova Scotia groundfish 
and scallop harvesting business and all of the shore-based assets at Scotia Trawler Equipment, located in Lunenburg, Nova Scotia. In 
connection with this sale, the Company wrote down fishing related assets not sold in the amount of $5.9 million, These businesses operated 
as part of the Company’s Fishing division. Debt settlement costs of $3.1 million were incurred on the early repayment of substantially all 
long-term debt from the proceeds of the sale. Also netted against other income are costs of $1.3 million that the Company had deferred 
on the balance sheet in December 2002 and the first quarter of 2003 relating to a potential acquisition. During the second quarter, these 
costs were expensed as management deemed the likelihood of completing the potential transaction was small. 


Fiscal 2003 Fiscal 2002 
(000s) $ § 
Sale of groundfish and scallop operations: 
Proceeds 65,355 - 
Costs, including severance (8,236) E 
Fixed assets (12,737) _ 
Working capital (2,099) 3 
(23,072) - 
Net gain 42,283 - 
Write-down of fishing related assets (5,947) = 
Debt and Swap settlement costs (3,081) - 
Acquisition investigation costs written off (1,287) - 
Closure of Lunenburg wetfish processing facility: 
Severance and other related costs - (3,412) 
Gain on disposal of assets - 3,043 
Gain on disposal of subsidiary - 526 
Total non-operating income 31,968 157 


Recovery of income taxes 5,219 1,998 
After tax gain 37,187 25155 


INCOME TAXES 
Temporary differences and loss carry forwards which give rise to future income tax assets and liabilities are as follows: 


January 3, 2004 December 28, 2002 
(000s) $ § 
Future income tax assets 
Property, plant and equipment 4,903 3,058 
Goodwill (5,289) (4,801) 
Tax loss carry forwards 4,683 5,646 
Deferred charges and other 4,365 4,333 
Scientific research and experimental development 1,117 2,301 
Valuation allowance (1,323) (2,513) 
8,456 8,024 
Less: current portion - asset 7,525 6,991 
Less: long term portion - asset 7,282 5,037 
Long-term portion - liability (6,351) (4,004) 
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The Company has investment tax credit carry forwards of approximately $2.8 million (December 28, 2002; $2.8 million) available to 


reduce Canadian federal income taxes, expiring from 2004 through 2013. TI ovincla | | 
forwards of approximately $2.2 million (December 28, 2002; $1.9 million) available to reduce provincial income tax, with these credits 
expiring from 2005 to 2009. 

The Company’s effective income tax rate for 2003 is lower than the statutory rate. This results from the fact that Gatto the gain seit 
in the above note 8 is capital in nature. Any capital gains not sheltered by the loss carry forwards are taxed at 50%. Also, the Company 
made use of capital loss carry forwards for tax purposes from prior years. These tax losses were not previously recorded in the accounts, 


as they were not foreseen to be able to be used. 


1e Company also has provincial investment tax credits carry 
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The reconciliation of the Company’s effective income tax rate is as follows: 


Fiscal 2003 Fiscal 2002 

% % 

Federal income tax 38.0 | 38.0 
Provincial income taxes, net of federal abatement 3.3 44 
Applicable tax rate 41.3 42.4 
Tax incentives for manufacturing and processing and active income (4.5) (4.3) 
Rate reduction (2.5) (a) 
Canadian surtax and large corporation tax 1.2 1.0 
Effect of other non-deductible items 1.4 4] 
36.9 40.5 
Non-taxable gain on sales of capital assets (37.2) (14.2) 


Effective tax rate (0.3) 26.3 


EARNINGS AND PER SHARE EARNINGS 
The following is the reconciliation of the numerators and the denominators of basic and diluted earnings per share computations. 


Earnings Per Share — Based on Net Income 


Fiscal 2003 Fiscal 2002 

Per Share Per Share 

Income Shares Amount Income Shares Amount 

$000s 000s $ $000s 000s $ 
Net income 46,119 10,242 
Preferred share dividends (1,143) (1,089) 


Basic Earnings per Share: 
Income available to 
common shareholders 44,976 9,945 4.52 9,153 9822 0.93 
Diluted Earnings per Share: 
Effect of dilutive securities: 
Convertible Subordinated 
Debentures 177 774 181 822 
Stock options - 222 - 126 
Income available to common 


shareholders and assumed 


conversions 45,153 : 9 334 10,770 0.87 


Options to purchase 15,000 Common Shares at an average price of $10.00 per share (2002; 243,000 Common Shares at $8.17 per share) 
were outstanding at year end but were not included in the compulation of diluted earnings per share because the options’ exercise price 
was greater than the average market price of the Common Shares. 

Had the Company used the fair value method for accounting for stock-based compensation, the pro-forma net income and earnings per 
share would be as follows: 


Fiscal 2003 Fiscal 2002 
(000s except per share amounts) $ § 
Net income 46,119 10,242 
Stock compensation expense (315) (253) 
Pro-forma earnings 45,804 9,989 
Basic pro-forma earnings per common share 4.49 0.91 


(he fair value of each option granted is estimated on the date of grant using the Black Scholes option-pricing model with the following 
average assumptions used for grants. 


Assumptions Fiscal 2003 Fiscal 2002 
Dividend yield 0.0% 0.0% 
Expected volatility 36.4% 37.3% 
Risk-free interest rate 4.3% 4.3% 


Expected lives 


6.0 years 6.1 years 


SEGMENTED INFORMATION 
The Company evaluates performance of the reportable segments based on income 
reporting segment are as follows: 


Fiscal 2003 


elore taxes. Operations and identifiable assets by 


Fiscal 2002 


(000s) $ $ 
Packaged Packaged 
Foods Fishing Total Foods Fishing Total 
Total Sales: 
Canada 113,790 26,071 139,861 111,475 54,603 166,078 
Inter-segment (i) - (18,119) (18,119) 2 (38,054) (38,054) 
113,790 7,952 121,742 111,475 16,549 128,024 
United States 165,249 30,101 195,350 151,696 47,331 199,027 
Inter-segment (ii) : (18,913) (18,913) : (17,379) (17,379) 
165,249 11,188 176,437 151,696 29,952 181,648 
Europe and Pacific Rim - 14,009 14,009 11,276 176 
Mexico 3,691 - 3,691 | 3,510 : 3,510 
Net sales to external 
customers 282,730 33,149 315,879 266,681 Senin 324,458 
(i) Inter-segment sales from Fishing to Prepared Foods for raw material and finished goods are at commodity market prices 
Gi) Export sales from Canada to the U.S. were $53.8 million in 2003 (2002; $66.2 million) 
Fiscal 2003 Fiscal 2002 
(000s) $ $ 
Segment 
Contribution Packaged Packaged 
to Profit Foods Fishing Unallocated Total Foods Fishing Unallocated Total 
Operating EBITDA 20,953 (883) 107. 20,177 21,013 7,559 (181) 28,391 
Litigation costs < a (42) (42) : (2,655) (2,655) 
Depreciation (3,217) (694) - (3,911) (3,130) (2,513) (5,643) 
Interest expense (2,065) (308) : (2,373) (5,130) (1,456) - (6,586) 
Other items - - 32,148 32,148 217 (369) 540 388 
Income before 
income tax 15,671 (1,885) 32,213 45,999 12,970 3,221 (2,296) 13,895 
Capital 
expenditures 6,695 544 7,239 3,402 1,467 = 4,869 


Segment Assets 


January 3, 2004 


December 28, 2002 


(000s) $ $ 
Packaged Foods 152,651 151,221 
Fishing 10,206 42,943 
Unallocated 14,882 13,203 


177,739 207,367 


Notes to Consolidated Financial Statements 


Bees, 


EMPLOYEE FUTURE BENEFITS 

In Canada, the Company maintains a number of defined contribution plans and defined benefit pension plans covering substantially all 
Canadian employees. With respect to United States employees, the Company’s subsidiary maintains a defined contribution plan (401k) 
that covers substantially all U.S. employees. The Company sponsors other non-pension benefit plans for some employees. The total 
expense for the Company’s defined contribution pension plans is $0.7 million (2002; $0.7 million). 


Information about the Company’s defined benefit plans, in aggregate, is as follows: 


Pension Benefit Other Benefit Pension Benefit Other Benefit 
Plans 2003 Plans 2003 (ii) Plans 2002 Plans 2002 (ii) 

(000s) $ $ § $ 
Accrued benefit obligation 
Balance at the beginning of the year 24,347 697 22,750 555 
Current service cost (employer) 827 22 787 22 
Interest cost 1,567 42 1555 40 
Employee contributions 219 - 206 - 
Benefits paid (938) (37) (1,191) (32) 
Plan amendments 76 - - 112 
Increase due to curtailment 487 - 158 - 
Reductions from settlement (679) = 2 = 
Actuarial loss 1,098 - 82 - 
Balance of end of year 27,004 724 24,347 697 
Plan assets 
Pair value at the beginning of the year, 
estimated 18,378 - 18,201 - 
Adjustment to actual assets at beginning 
of year 39 - (105) : 
Actual return on plan assets 3,687 - (274) - 
Employer contributions 1,648 - 1,712 - 
Employees’ contributions 219 - 206 - 
Benefits paid (890) - (1,134) - 
Reductions from settlement (679) - - - 
Fees and expenses (260) (228) - 
Fair value at end of year 22,142 18,378 - 
Funded status - plan (i) (4,862) (724) (5,969) (697) 
Unamortized net actuarial loss 4,248 - 5,945 - 
Unamortized past service costs 195 150 = 
Accrued benefit (liability) asset (419) 126 (697) 
Total liability 1,143 oy it 


(i) To the end of 2003, the Company had in place a letter of credit in the amount of $1.5 million to secure its obligations under the 
pplemental executive retirement plan (SERP). This letter of credit was not renewed for 2004, according to the terms of the 
SERP: 


~” 
ao 


(ii) The other benefit plans are unfunded. 


The pension plans invest in diversified funds which may include shares of the Company. 


a following is a summary of the weighted average significant actuarial assumptions used in measuring the Company’s accrued benefit 
obligations: 
Pension Benefit Other Benefit Pension Benefit Other Benefit 
Plans 2003 Plans 2003 - Plans 2002 Plans 2002 
Discount rate 6.3% 6.0% 6.6% 6.0% 
Expected long-term rate on plan assets 6.9% n/a 6.9% n/a 
Rate of compensation increase 3.4% n/a 3.1% = 


ee 


a 


The Company’s net defined benefit plan expense is as follows: 


Pension Benefit 
Plans 2003 


Other Benefit 


Pension Benefit 


Other Benefit 


Plans 2003 Plans 2002 Plans 2002 

(000s) $ $ $ $ 

; Current service cost 827 22 787 22 

7 Interest cost 1,567 42 1,555 40 

q Expected return on plan assets (1,303) = (1,286) 

: Amortization of past service costs 11 3 11 m 

. Curtailment loss 505 - 158 “ 
Settlement loss 194 Z : é 
Other 81 e : 
Amortization of net actuarial loss 439 S TD, : 
Net benefit plan expense 2,321 1,497 62 

4 

q 13) SUPPLEMENTAL CASH FLOW INFORMATION 

q _ Cash interest and cash taxes paid in 2003 and 2002 are as follows: 

_ 

4 

d Fiscal 2003 Fiscal 2002 

| (000s) $ § 
Interest 2,024 6,628 

Income and capital taxes 432 753 
COMMITMENTS 


Operating lease commitments are less than $1.6 million for each of the next five years. They result principally from leases for automobiles, 
office equipment, premises and production equipment. 


CONTINGENCIES 

On September 18, 1998, the Company acquired the operations of Italian Village Ravioli & Pasta Products Inc. and Floresta Pasta Products 
Inc. (collectively Italian Village). In connection with this purchase, the Company has instituted legal action against the vendors for 
certain breach of contract claims and based on indemnity provisions in the purchase agreement. The Company expects to recover all 
indemnity claims. There currently exists an escrow account of approximately $7.6 million to cover these claims (2002; $9.3 million). At 
January 3, 2004, approximately $5.4 million (December 28, 2002; $6.6 million) of such indemnity claims have been recorded as other * 


receivables. The change in values is solely related to changes in the exchange rates. 


Ten-Year Financial Data 


(000s except per share amounts) 


2003 2002 2001 2000 1999 1998 1997 1996 1995, 1994 
Sales $ 315,879 | 324,458 299,194 281,990 271,985 268,796 257,414 «233,828 ~—«232,212 235,016 
Gross profit 64,507 69,997 65,174 60,555 46,750 59,772 52,779 45,515 47,007 54,963 
Other selling, general and 
administrative expenses (44,330)| (41,606) (37,542) (32,925) _ (34,138) (4,589) (1,539) (28,134) 0,375) (30,987) 
Operating EBITDA’ 20,177 28,391 27,632 27,630 12,612 25,183 21,240 17,381 16,632 23,976 
Litigation costs (42)| (2,655) ~— (2,582) (671) (389) : = : 
Depreciation (3,911)| (5,643) (6,030) -~——(5,889) (6,241) ~— (6,356) ~— (6,828) = (6,997) (7,315) _—(7,076) 
Interest expense (2,373); (6,586) (7,680) ~~ (8,725) (9,222) += (6,531) ~~ (5,255) (6,162) (8,008) (8,216) 
Foreign exchange gain (loss) 58 32 (26) 90 177 (1,253) (259) (8) (190) (456) 
Income (loss) before 
the following 13,909 13,539 11,314 12,435 (3,063) 11,043 8,898 4,214 1,119 8,228 
Gain (loss) on asset disposals 32,090 3,768 797 - 5,943 1,082 104 (2) 52 (46) 
Minority interest - : = 2 : 2 203 (69) (663) (247) 
Reorganization (costs) recovery - (3,412) - - (4,654) - - 87 6,397 - 
Income (loss) before 
income taxes 45,999 | 13,895 12,111_—_—«12,435 (1,774) 12,125 9,205 4,230 6,905 1985 
Income tax expense 
Current (110) (287) (482) (393) (4,621) (1,462) (843) (642) (392) (343) 
Future 230 | (3,366) (4457) (4,608) 3,273, (3,783) (2,979) 0,883) 3,286) _——,324) 
Total income taxes 120 (3,653) (4,939) (5,001) ~—- (1,348) ~—s (5,245) ~—s(3,822) (2,525) (3,678) —_—,667) 
Income before goodwill 
amortization 46,119 10,242 fli 7,434 (3,122) 6,880 5,383 1,705 3,22] 4268 
Goodwill amortization net of 
income taxes - - (990) (1,017) (945) (393) - (150) (345) (320) 
Net income (loss) for 
the period $ 46,119 | 10,242 6,182 6,417 (4,067) 6,487 5,383 1,555 2,882 3,948 
Book value per Common 
Share at year end? $ §=69.39 6.89 6.17 5.52 491 5.65 3.58 2.81 2.65 Dl 
Basic Info per Common Share 
Based on net income $ 4.52 0.93 0.50 0.51 (0.56) 0.63 0.57 (0.01) 0.16 0.30 
Based on income before goodwill $ 4.52 0.93 0.60 0.62 (0.46) 0.68 0.57 0.01 0.21 0.34 
Based on operatingincome’ $ 0.78 0.71 0.45 0.51 (0.67) 0.52 0.57 (0.01) (0.29) 0.30 
Fully diluted earnings per 
Common Share based on 
net income $ ©6413 0.87 0.48 0.51 (0.56) 0.59 0.57 (0.01) 0.16 0.30 
Common Shares 
Outstanding at year end 10,794 9,836 9,799 9,780 9,768 9,737 7,223 7,213 7,213 7,213 
Average for year 9,945 9,822 9,788 9,780 9,763 7,698 7,223 7,213 7,213 7,213 
Second Preference Shares 
Dividends earned but not declared - - = : = 1,086 1,228 1,429 1,254 
Dividends declared and paid 
Current $ 1,078 1,017 1,195 1,324 1,243 1,260 = - : = 
Arrears $ 6,260 1,362 770 : z 3 3 ‘ 2 2 
Dividends paid per share $ 36.65 11.90 9.83 6.62 6.22 6.30 : - - = 
Common Shares 
Dividends declared and paid $ 537 = 4 5 : : E q 
Dividend per share $ §©=—0.05 2 : F : 2 3 : : E 
C&D Preference Shares 
Dividends declared and paid $ 65 72 16 79 106 106 106 106 106 106 
Dividend per share $ 0.264 0.275 0.275 0.275 0.275 0.275 0.275 0.275 0.275 0.275 
Convertible Income 
Debenture 
Distribution paid N/A N/A N/A N/A 7 250 81 298 208 453 


Earnings before interest, taxes, depreciation and amortization, as disclosed on the consolidated statements of income. Operating EBITDA excludes litigation costs. 
2 - ’ Xe 
“ Book value per common share is calculated before deducting undeclared dividends on preference shares. 


3 Operating income is net income adding back the after-tax effect of non-operating transactions. See notes to the financial statements. 


(000s except per share amounts) 


2003 2002 2001 2000 1999 1998 1997 1996 1995 1994 
Cash $ 926 1,088 588 1,106 7,474 359 6,567 271 1,806 1,402 
Accounts receivable 31,840 35,001 29,250 30,643 29,955 30,776 23,379 22,460 22,876 21,344 
Inventories 49,870} 50,053 61,422» 50,105 54,415 79,855 46,494 += 56,836 ~—«47,184 49,169 
Prepaid expenses 1,502 1,600 1,124 932 1,836 1,234 826 1,297 957 1,456 
Future income taxes 7,525 6,991 6,022 2,174 2,066 1,573 1,610 1,285 2,224 4956 
Total current assets 91,663 94,733 98,406 84,960 95,746 113,797 78,876 82,149 75,047 78,327 
Property, plant & equipment 27,492 44.303 46,839 45,614 46,002 64,341 54,998 55,671 63,055 64,992 
Goodwill and deferred charges 45,789} 56,592 58,354 «57,017 55,568 «= 45,547 «(6,341 1365 4023 5,078 
Future income taxes 7,282 5,037 7337 ~—-'13,470 «16,505 Ss«13,504 «= «16,681 +«=Ss«19,672 «Ss s«20,530~Ss«21,174 
Other assets 5,513 6,702 6,934 6,311 6,080 4311 4882 5,940 5,975 6,045 
Total assets $ 177,739| 207,367 217,870 +~—-:207,372 219,901 241,500 161,778 + 164,797 168,630 175,616 
Bank loans $ 10,252 5,960 17,184 2,337 16,456 36,497 13,965 18,226 11,310 14,683 
Accounts payable and 
accrued liabilities 37,424 42,490 34,445 37,163 30,586 32,122 28,659 35,956 34,090 36,987 
Income taxes payable - - 109 - 4594 540 470) 788 526 253 
Current portion of 
long-term liabilities 328 15,919 15,871 Beal 5,226 2,658 760 5,506 10,150 3,/11 
Total current liabilities 48,004 64,369 67,609 52,/27 56,862 71,817 43,854 60,476 56,076 55,034 
Long-term liabilities 845 49,395 65,840 Tiiao 92,302 81,859 59,328 50,423 59,901 70,992 
Employee future benefits 1,143 571 560 679 871 879 812 759 754 899 
Future income taxes 6,351 4,004 2,055 762 - - - : . 
Minority interest - - - 979 910 247 
Shareholders’ equity: 
Preference shareholders 20,000 21,246 21,318 21,442 21,929 21,929 21,929 21,929 21,929 21,929 
Convertible subordinated 
debentures - - - - - 9,962 9,962 9,962 9,962 9,962 
Common shareholders 101,396 67,782 60,488 54,009 47,937 55,054 25,893 20,269 19,098 15,953 
Total liabilities and 
shareholders’ equity $ 177,739| 207,367 217,870 207,372 219,901 241,500 161,778 164,797 168,630 175,616 
Quarterly Financial Data 
(000s except per share amounts) 
First Quarter Second Quarter Third Quarter Fourth Quarter Full Year 
Fiscal 2003 
Sales $ 99,338 70,662 70,235 75,644 315,879 
Operating EBITDA' 8,847 4,253 3,593 3,484 20,177 
Net income 3,868 40,010 1,482 759 46,119 
After tax operating income? 3,868 1,468 1,482 2,114 8,932 | 
Earnings per Common Share 
Basic earnings per Common Share’ 0.36 4.02 0.12 0.05 4.52 
Diluted earnings per Common Share’ 0.34 3.65 0.11 0.05 4.13 
Earnings per Common Share, operating income’ 
Basic earnings per Common Share’ 0.36 0.12 0.12 0.18 0.78 
Diluted earnings per Common Share' 0.34 0.11 0.11 0.18 0.73 
Fiscal 2002 
ae § 89,571 71,487 77,692 85,708 324,458 
Operating EBITDA' 9,837 4.049 6,167 8,338 28,391 
Net income 3,411 289 1,375 5,167 10,242 
After tax operating income 3,411 289 1,375 3,012 8,087 
Earnings per Common Share 
Basic earnings per Common Share’ 0.32 0.00 0.11 0.49 0.93 
Diluted earnings per Common Share’ 0.30 0.00 0.1 0.46 0.87 | 
Earnings per Common Share, operating income’ 
Basic earnings per Common Share’ 0.32 0.00 0.11 0.27 0.71 
Diluted earnings per Common Share’ 0.30 0.00 0. 0.26 0.67 


4 Total for the year does not add to the sum of the quarters due to rounding. 


5 Operating income is net income adding back non-operating transactions as disclosed in note 8 to the consolidated financial statements 
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Corporate Directory 


Directors 

C.R. Bell(4) 

St. John’s, NL 

Director since 1991 

Chairman of the Bell Group of Companies, of St. John’s, 
Newfoundland, which includes a distribution company, a 25-store 
retail furniture chain, real estate holdings, offshore oil and gas 
services, construction supplies, and investment management. 
Director of The International Grenfell Association. 


G.E. Bishop 

Hantsport, NS 

Director since 1992 

President, Scotia Investments Limited, and Chairman and Chief 
Executive Officer of Minas Basin Pulp and Power Company Limited. 
Director of CKF Inc., Maritime Paper Products Limited, Crown 
Fibre Tube Inc., Armour Transportation Systems, and several 

other companies. Chairman of the Board of Governors of Acadia 
University, and Governor of Junior Achievement of Nova Scotia. 


H.E. Demone(..4 lex officio]) 

Lunenburg, NS 

Director since 1989 

President of High Liner Foods Incorporated since 1989, and 
President and Chief Executive Officer since 1992. Member and 
former Chairman of the Atlantic Canada Chapter of the Young 
Presidents’ Organization, and a Director of Dover Industries 
Limited, and the Food & Consumer Products Manufacturers of 
Canada. 


R.P. Dexter, Q.C.@ 

Halifax, NS 

Director since 1992 

Chairman and CEO of Maritime Travel Inc., operating 78 travel 
shops in Canada under the trade names “Maritime Travel”, and 
“LeGrow’s Travel”. Partner of Stewart McKelvey Stirling Scales, and 
Director of Aliant Inc., CorporaTel, Empire Company Limited, The 
Maritime Life Assurance Company, Sobeys Inc., and Wajax Limited. 
Chairman of the Audit Committee. 


FJ. Dickson, Q.C.“.2) 

Truro, NS 

Director since 2000 

Senior partner of Patterson Palmer, barristers and solicitors of 
Halifax, NS: Former director of Stone & Webster Canada Limited, 
Scotia Synfuels Limited, Yamaichi International (Canada) Ltd., and 
Air Canada. Mr. Dickson previously served as a director of National 
Sea Products Limited from 1984 to 1994. 


DJ. Hennigar\1,3) 

Bedford, NS 

Chairman of the Board 

Director since 1984 

Chairman of Annapolis Group Inc., of Acadian Securities Inc., and 
of Extendicare Inc. Director of several other companies, including 
Scotia Investments Limited and Crown Life Insurance Company. 
Chairman of the International Oceans Institute of Canada, and a 
member of the Dalhousie University School of Business Advisory 
Committee. Mr. Hennigar is Chairman of the Executive Committee. 


(D Rxecutive Committee 

(2) Audit Committee 

(D Human Resources & Corporate Governance Committee 
4) Environment & Safety Committee 


EB. Ladly3) 

Fallbrook, ON 

Director since 1998 

Deputy Chairman of Extendicare Inc., a health care and financial 
services company based in Markham, Ontario, Vice Chairman of 


Crown Life Insurance Company and Director of UBS Bank (Canada), 


UBS Trust (Canada), and Knudsen Engineering Limited. 


J.T. MacQuarrie, Q.C.G,4) 

Halifax, NS 

Director since 1985 

Senior Partner of Stewart McKelvey Stirling Scales. Director of 
Minas Basin Pulp and Power Company Limited, Extendicare Inc., 
and several other public and private corporations. Chairman of 
Environment & Safety Committee. 


R.L. Pace?) 

Halifax, NS 

Director since 1998 

President and CEO of The Pace Group Ltd., a private holding 
company. Chairman of Maritime Broadcasting System, owners and 


operators of 25 radio stations in the Maritimes. Director of Canadian 


National, Green Waste Systems Inc., MBS Realty Ltd., the Atlantic 
Salmon Federation, the Lester B. Pearson College of the Pacific, and 
the Asia Pacific Foundation of Canada. 


D.E. Read\,3) 

Halifax, NS 

Director since 1985 

President, Read Group, and a Director of several private companies 
in Atlantic Canada. Member of the Executive Committee of the 
Dalhousie Medical Research Foundation, and former Vice Chairman 
of the Board of Regents of Mount Allison University. Chairman of 
Human Resources & Corporate Governance Committee. 


RE. Shea?) 

Boston, MA 

Director since 1982 

Chairman & President, Shea Financial Group Inc., and Director 
of Balcam & Shea Insurance Agency, Inc., Plaintree Systems 
Inc., American Manor Enterprises Inc., and Consultants and Risk 
Managers, Inc. 


D.R. Sobey) 

Stellarton, NS 

Director since 1984 

Chairman, Empire Company Limited, Director of Alliance Atlantis 
Communications Inc., Sobeys Inc., Toronto-Dominion Bank, Stora 
Enso, the World Wildlife Fund. Chair of the National Gallery of 
Canada, Governor of the Olympic Trust of Canada, past Chairman 
QEII Foundation, and a member of the ES Council, Sues Sie 
University. ‘ 


JR. Winters, Q.C.,2) 

Truro, NS ; 

Director since 1997 

Counsel to Burchell MacDougall, Barristers & Solicitors of Truro, 
NS, and Chairman of Napwick Holdings Limited, a private holding 
company. Director of the Halifax International 

Airport Authority, Chairman of the Board of Regents of Mount 
Allison University, a member of the Advisory Boards of Inland 
Technologies Inc. and Oxford Frozen Foods Limited. 
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M.G. Patenaude(!) 
Vice President, Human Resources 
P.W. Snow‘) 
Vice President, Procurement 
R.G. Whynacht()) 
Vice President, and Chief Operating Officer 
National Sea Products 
C.E. Milton, LL.B. 
Corporate Counsel, Secretary and Treasurer 
G.W. LeBlanc, CA 
Corporate Controller 


High Liner Foods (USA) Inc. 
R.C. Seban() 
President and Chief Operating Officer 
A. Christianson 
Vice President, Operations 
R. Fontenot 
Vice President, Sales 
].K. McGinn, C.M.A. 
Vice President, Finance 
R. Kosciusko 
Vice President, Human Resources 


Plants 
Nova Scotia: Lunenburg 
Newfoundland: Arnold’s Cove 
New Hampshire: Portsmouth 
New Jersey: Secaucus 


Subsidiary Companies and Divisions 
e High Liner Foods (USA) Incorporated 

¢ National Sea Products 

e Italian Village Foods 


Auditors 
Ernst & Young, LLP 
Chartered Accountants 
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Transfer Agent 
For help with: 
¢ changes of address 
e transfer of shares 
e loss of share certificates 
¢ consolidation of multiple mailings to one shareholder 
e estate settlements 
Contact: 
CIBC Mellon Trust Company of Canada 
AnswerLine™: 800-387-0825 (toll free in North America) 
or 416-643-5500 
Mailing Address: 
1660 Hollis Street, Centennial Building, 4th Floor 
Halifax, Nova Scotia B43] 1V7 
902-420-3222 
www.cibemellon.com 
E-mail inquiries: inquiries@cibcmellon.com 


Banks 
The Royal Bank of Canada 
HSBC 
KeyBank National Association 
{slandsbanki — FBA hf. 


Investor Relations 
For: 
¢ additional financial information 
e industry and Company developments 
¢ additional copies of this report 
Contact: 
C.E. Milton, LL.B. 
Corporate Counsel, Secretary & Treasurer 
902-634-8811 
Facsimile: 902-634-4785 
E-mail: investor@highlinerfoods.com 
Investor Relations website: www.highlinerfoods.com 
Mailing Address: 
100 Battery Point 
P.O. Box 910 
Lunenburg, NS BO} 2C0 
Common Shares listed on The Toronto Stock Exchange 
Trading Symbol: HLF 


Annual General Meeting of Shareholders 
Wednesday, April 28, 2004 
11:00 a.m. 
World Trade & Convention Centre 
Halifax, Nova Scotia 


Consumer website: www.highliner.com 
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